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NATIONAL GOALS— EMPLOYMENT AND 
POVERTY 



TUESDAY, JANUARY 13, 1987 

U.S. Senate, 

COMMnTEE ON LaBOR AND HUMAN RESOURCES, 

Washington, DC. 

The committee met, pursuant to notice, at 10:06 a.m., in room 
5?D-430, Dirksen Senate Office Building, Senator Edward M. Ken- 
nedy (Chairman) presiding. 

Present: Senators Kennedy, Hatch, Simon, Harkin, Cochran, 
Stafford, and Humphrey. 

OPENING STATEMENT OF SENATOR KENNEDY 
The Chairman. We will come to order. 

I would like to welcome everyone to our hearing this morning on 
the state of employment in America. This hearing marks the 
second in a series of hearings on national goals We are honored to 
receive the testimony of today's witnesses, who will share with us 
their experience and their expertise in the field. 

We as a nation cherish the opportunity to wovk. At the heart of 
the American spirit lies a desire to produce, to earn, and in turn, 
to be independent— to know that in a lifetime, we will make a con- 
tribution to our society, and that our children will inherit a world 
of richer possibilities because of their efforts. 

These are the values which drive our nation. They are the stuff 
of our dreams, our families and our history, and they are the 
American work ethic. 

Sadly, however, our economy does not afford enough opportuni- 
ties for people to worJc. The unemployment rate hovers at a stag- 
gering 7 percent, and that means millions of Americans are out of 
work. 

My distinguished colleague. Senator Simon, will review for us 
the devastating impact of unemployment on the lives of our citi- 
zens. Americans like Don Ruyle, who wants so much to work but 
cannot find a job. For four years, Donald has searched for employ- 
ment after losing his position at an automotive plant in Spring- 
field, Illinois. Despite his will to work and to help support his wife 
and his son, Donald has come up empty-handed. He sees our task 
as a nation before us well when he states, "I am thinking that 
there should be a way that the United States should be able to put 
their people back to work " 

Until we do, unemployment will continue to level a crushing 
blow to millions of Americans and their families and a steady 

(1) 
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burden on this society. Economists tell us that our new, high levels 
of unemployment have cost us hundreds and hundreds of billions of 
dollars in the last few years. But I can tell you that it has cost mil- 
lions and millions of Americans the best years of their lives, not 
only because the unemployed die sooner, but because those without 
work live less well. 

There are two sides to the coin. Work is good for the soul, but a 
paycheck is good for the body. But there is distressing new evi- 
dence that we are creating an economy to which people can work 
but cannot live because their wages are too low. Professor Blue- 
stone will review new evidence that six out of every ten new jobs in 
this economy pay $7,000 or less. For a family of four, that is less 
than 70 percent of the poverty line. It is as though a sly genie gave 
the President his wish for new jobs for the American people, but 
did not give the American people paychecks for their work. 

Perhaps this should come as no surprise. The minimum wage in 
this country is only $3.35 an hour. A person who worked full-time, 
all year, at the minimum wage would earn $6,700— almost $4,000 
short of the poverty line for a family of four. The minimum wage is 
not a living wage, and it is not a decent society in which a full-time 
job means a lifetime in poverty. 

What about those Americans too old or too young to work? This 
year, one out of every four American children live in poverty. 
Before turning 18, one out of every three American children will 
spend some of his or her childhood poor. 

When we want to do better, we can. Two decades ago, one out of 
every three Americans spent their golden years in poverty; now, 
only one out of every eight senior citizens are destitute— and that 
is still one out of eight too many. 

We must approach these challenges in nev/ and creative ways 
which will take us towards the goal of quality full employment in a 
fiscally-responsible manner— ways like worker ownership. Federal- 
ly-guaranteed loans for workers who wish to retrain themselves, 
ways which demonstrate that a just society can be attained without 
fanning the flames of our national debt. 

This country is committed to the day that there will be work for 
all who can, and care for all who cannot. I look forward to working 
with nry colleagues on both sides of the aisle towards the day when 
that work will be done. 

Senator Hatch? 

Senator Hatch. Thank you, Mr. Chairman. 

As I stated yesterday at our hearing on health policy, I think it 
is commendable that you have chosen to start off the year with a 
series of hearings on national goals— or, at least, national goals as 
you and your colleagues see them. 

These overviews will provide this Ciommittee with the "big pic- 
ture'', an important perspective which is often overlooked during 
the consideration of specific legislation. 

My only regret is that our distinguished witnesses this morning 
do not represent the whole spectrum of views on the subject of em- 
ployment, but I suppose one hearing could not do that, anyway. 

Employment has always been one of the top prioritia'3 of this 
Committee. In the 97th Cfongress, there was broad bipartisan agree- 
ment that we could do better in delivering better job-training serv- 
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ices to economically disadvantaged citizens. Almost every member 
of the Committee played a role in the enactment of the Job Train- 
ing Partnership Act, which has now assisted over 2.5 million Amer- 
icans since October 1983. And just last year, we passed several 
amendments which improved on the JTPA, particularly its provi- 
sion of youth literacy and computational skills training. 

We are unanimous in wanting to create more jobs, to help those 
who are unemployed to find productive and rewarding work, but 
there is substantial disagreement today about what needs to be 
done. There is even less agreement about the nature of the unem- 
ployment issue and its magnitude. 

For example, if you look at this first chart up here, we see that 
total civilian employment has increased dramatically in the last 
few years. The economic recovery, which many predicted would not 
last, has resulted in almost 11 million new jobs since 1982, 3.3 mil- 
lion in the last year alone. That is phenomenal. 

The second chart, showing average hourly earnings by sector, in- 
dicates that no sector of the workforce has been left out of the re- 
covery in terms of wage increases. The lowest percentage increase 
in the six-year period was 31 percent in retail trade. The highest 
was 51 percent in finance, insurance and real estate. 

Now, this chart of course does not tell the whole story. Chart 3 
shows the increase in total compensation adjusted for inflation 
during the economic recovery. Total compensation includes all 
wages and benefits such as employer-paid insurance. 

Clearly, while the employment picture— and, I might say, the un- 
employment picture-is not all rosy, it is not all doom and gloom, 
either. So I look forward to working with Senator Kennedy, Sena- 
tor Simon, and my other colleagues on the Committee in identify- 
ing the components of the emplojrment issue which can be ad- 
dressed most effectively by Federal legislation. 

I also want to welcome Secretary Brock to the hearing. I think 
he has been a strong advocate for America's workers, and I think 
most people agree— and a leader in developing innovative and re- 
sponsible policies with the limitations he has to face. I appreciate 
his taking the time to be here today. 

In addition to Secretary Brock, I also want to thank our other 
witnesses for joining us today to present their views on what really 
are key national policy areas. I think they will raise many con- 
cerns today which will warrant our serious thought and consider- 
ation, and Mr. Chairman, I will certainly work with you. Senator 
Simon, and others to try and resolve these problems in a reasona- 
ble and good way. 

Thank you very much. 

The Chairman. Thank you very much. Senator Hatch. 
[The prepared statements of Senators Metzenbaum and Thur- 
mond and the charts referred to follow:] 
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U. S, Senator Howard M. StSS:^*"^ 

judcafy 

METZENBAUM 

of Ohio 202 224 2315 

STATEMENT OP SEN. HOWARD METZENBAUM 
FOR LABOR AND HUMAN RESOURCES COMMITTEE HEARINGS 
ON EMPLOYMENT AND POVERTY 
JANUARY 13, 1987 

TODAY, THE SENATE LABOR AND HUMAN RESOURCES COMMITTEE WILL 
HEAR TESTIMONY ON NATIONAL GOALS IN THE AREA OF EMPLOYMENT AND 
POVERTY WE MUST BEGIN TO DEFINE THOSE GOALS FOR THE REMAINDER 
OF THE 20TH CENTURY. WE HAVE MUCH GROUND TO COVER AFTER SIX 
YEARS OF ADMINISTRATION NEGLECT. 

I WILL SHORTLY INTRODUCE LEGISLATION ON THREE ISSUES OF 
SPECIAL CONCERN TO ME; DISLOCATED WORKERS, DISADVANTAGED YOUTH, 
AHD THE AVAILABILITY OF DAY CARE FOR WORKING FAMILIES. I EXPECT 
TO WORK CLOSELY WITH CHAIRMAN KENNEDY AND OTHER COMMITTEE 
MEMBERS. I INTEND TO MOVE THESE THREE BILLS THROUGH THE 
COMMITTEE PROCESS SO THAT THEY REACH THE SENATE FLOOR LATER THIS 
YEAR. 

ONE OF THE GREATEST CHALLENGES IS THE PLIGHT OF DISLOCATED 
WORKERS IN AMERICA. SINCE JANUARY i98x, OVER FIVE MILLION 
AMERICANS WITH SOLID WORK HISTORIES LOST THEIR JOBS WHEN THEIR 
PLANTS CLOSED OR RELOCATED. THESE MEN AND W^^^^.N HELPED MAKE US 
THE MOST PRODUCTIVE COUNTRY IN THE WORLD. BUT AS OUR ENCONOMY 

JKanges! far too many of them remain unemployed, or underemployed 

IN LOW-PAYING NONSKILLED JOBS. IF WE ARE 70 RESTORE O^R 
COMPETITIVE POSITION IN THE GLOBAL MARKETPLACE, WE MUST RETRAIN 
AND REDIRECT THIS DEDICATED, TALENTED WORKFORCE. 

THE DESPAIR OF BEING POOR AND UNEMPLOYED IS KEENLY FELT BY 
MILLIONS OF YOUNG PEOPLE IN THIS COUNTRY. ONLY MEANINGFUL 
TRAINING AND JOB OPPORTUNITIES CAN PREVENT TODAY'S DISADVANTAGED 
YOUTH FROM BECOMING A PERMANENT UNDERCLASS. 

WE MUST FIND A WAY TO MAKE DAY CARE AND OTHER VITAL SUPPORT 
qpRVlCES MORE AVAILABLE TO WORKING PARENTS. POOR AND MIDDLE 
CLASS WOMEN SHOULD NOT HAVE TO SACRIFICE FAMILY SECURITY OR PEACE 
OF MIND IN ORDER TO PARTICIPATE AS EQUAL MEMBERS OF THE WORK 
FORCE. 

I WELCOME THE OPPORTUNITY TO RESPOND TO THESE AND RELATED 
CHALLENGES. WE MUST MAKE SURE THAT ALL AMERICANS WHO ARE ABLE TO 
WORK HAVE THE CHANCE l'^ DO SO AT JOBS THAT MAXIMIZE THEIR SKILLS 
AND EARNING POWER. 

-30- 
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REPORTER 

STATEMENT BY SENATOR STROM THURf'ONO (R-S.C. ) BEFORE Tf€ SENATE^ 
LAP^R AND HUMAN RESOURCES COf-V^!TTEE REFERENCE ICARINGS ON NATIONAL 
EMPLOYMENT GOALS. JANUARY 13. 1987. 10:00 A.M.. SD-'i30. 

MR. CHAlRf^AN: 

I WISH TO COMMEND YOU ON CONDUCTING THIS HEARING TO ESTABLISH 

OUR National goals in the employment area. I look forward to 
working with you and other members of the committee throughout the 
100th Congress as we seek to address many of the issues raised here 

TODAY. 

i am encouraged by recent reports that the nation's economy, 
under the leadership of president reagan. continues to improve. 
Just last week we received news that in December the Nation's 

CIVILIAN UNEMPLOYMENT RATE FELL FROM 6.9% TO 6.7%. ThE ECONOMY 

generated about 200.000 new jobs last month. and according to the 
Department of Labor, a record 60.9% of the civilian population was 
EMPLOYED. Moreover, for the entire year, employment rose by 2.2 
million. These are encouraging statistics. 

Nevertheless, such reports are little comfort for those still 
seeking a job. and there is always room for improvement. While the 
unemployment rate for teens fell from 18.2 percent to 17.3 percent, 
it is still too high. many economists would agree that this 
situation partly results from the minimum wage which discourages 

EMPLOYERS FROM EMPLOYING TEENS. THUS GIVING THEM MUCH-NlHOED JOB 
EXPHRIENCE TO BUILD ON. ACCORDINGLY. I WILL CONTINUE TO SUPPORT 
LEGISLATION MAKING ADJUSTMENTS IN THIS ARfiA. 

Furthermore, in this regard. I have recently received 

CORRESPONDENCE FROM SOUTH CAROLINA STATE SENATOR AND SMALL 
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BUSINESSMAN, PHIL LEVENTIS< WHO CONFIRMS THAT THE MINIMUM WAGE 
DISCOURAGES BUSINESSES FROM EMPLOYING TEENS. 

Mr. Chairman. I ask that a copy of this letter be printed in 

THE record of TODAY'S HEARING. 

Amother area of concern is the manufacturing SECTOR. In South 

CAROLINA/ MANY JOBS HAVE BEEN LOST IN THIS AREA/ PARTICULARLY IN 
THE TEXTILE INDUSTRY/ BECAUSE OF THE FLOOD OF IMPORTS. IN THIS 
REGARD/ THE JoB TRAINING PARTNERSHIP ACT/ WHICH FALLS UNDER THE 
JURISDICTION OF THIS COMI-llTTEE/ HAS BEEN EFFECTIVE IN RETRAINING 
MANY DISPLACED WORKERS FOR NEW JOBS. » LOOK FORWARD TO WORKING 
WITH OTHER MEMBERS OF THIS COW^ITTEE IN SEEKING TO IMPROVE THIS 
Act. MOREOVER/ there are signs of IMPROVEMENT IN THE MANUFACTURING 
SECTOR. The FACTORY EMPLOYMENT OF THIS NATION HAS INCREASED BY 
85/000 JUST SINCE ^RPTEMBER. 

In CONCLUSION/ THE POLICIES OF PRESIDENT REAGAN/ ABLY 

administered by secretary of labor brock, have resulted in one of 
the longest/ sustained periods of improvement in employment in 
recent years. moreover/ this has been accomplished without high 
levels of inflation. the continued creation of jobs/ without the 
erosion of the w0rkingman*s paycheck by inflation/ reveals thf 
Administration's strong commitment and effective response to the 
employmcnt and poverty concerns of this nation. a good job is the 
best ant i -poverty weapon i know. i look forward to working with 
other members of this ccnuvilttee to ensure that this trend 
continues. 
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Occc-nber 17, 1986 



The Honorable Stroa Thuraond 
United States Senate 
Senate Office Building 
Washington, OC 

Dear Senator Thurmond : 

It has cotae to ay attention that proposals are being nade for 
Increasing the mininun wage. As a business nan and a menber of South 
Carolina Senate, I nust tell you that these ideas are quite disturbing. 

Certainly it would be delightful in an idealistic world to 
increase the anount of noney that young people can get s*nply by waving th4 
nagic wand or changing the law. However, the fact iS that an increase «n 
the nininun wage will have two very negative aff*2Cts for /oung people, as 
wel I as, poor people. 

First, it linits access to the work pLice for young poopl«. As 
an enploycr, i can tell you *hat I an nuch -k)*"'? •keleclivc no** than ev^r 
before as to "**ho i will give a chance to' secause of the oxtrcael/ nigh 
ninioufi nage. The higher the ammun w3C0 t**e U*ss UkqI/ the person ^ho 
"appears to be" a narginal employee »5 to 9et a ,ob in the 'irst place. 
Since you cannot tell a book ty .ts ccvor tho ^pc.jar.m:4 jf n.iny /;ung 
prospective enployess who ar« tr/mg ^iito** :**e '^r ^ rst 

time cofflbinod with the h»oh 51. »Jiur. ;.*ui2 n^* :-v *.ic*w» ?r-j/en:$ 

their entry to begm -ith md ke*.»ps :"en ja t-c ir.r.;.* . ?; •f^pJoy^ole 
roles. I think this -ould n*i -txir^n^tl/ -nfortwiMi** ^i.bl«: 
general but to the young Jsp^r-n^ .i-^^lo/'ie. i^ 2.ir^t 

The second thing that disturbs ne ^ ^reat itoui jny 
proposed increases in the ninumwn wage 0. of courw. t^e jo/erj 'negative 
inpact that such a proposal >«ill have on the inflation r^te m this 
country. It's no accident lh.it infl.ition has ^ubst^^ed SuO.t.inS i.il ly during 
tho period when the mninuQ .*jge has renamod conj,tjat Tiw ii»cre.'»3ing of 
the ninuinun wage will have a ripple affect throughout thi> ^cono^y that 
could alone trigger a new round of inflation. 
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Page two 

Dccofflbcr 17, 1^86 



I know these ideas seen somewhat esoteric, theoretical, and fsr 
removed fron the every day work place. But in oy years in business end n> 
the legislature, I can tell you that these ideas reflect exactly what is 
going to happen to us if we go to the incr-^asod loininun wage as has been 
proposed. Let's not bo wooed by the opiiwi of idealism when it co«es to the 
ainimufl wage and trying to get increased standards of living for peopiC in 
the marpinal areas of our economy. Lot «e share with you one «ore example 
of why \ feel nininua wage is a barrier for entry into t*ic working 
economy. That would bo simply this, one of the strongest proponents of the 
iiininuw wage is the South African industrial movenrnt. They are proponents 
of the flininua wage not only for whites but for blacks. They know full 
well that if they can have a high ainlrcuta wage that South African employers 
will not give the average bluck entry level worker a chance to perform and 
prove himself. This, therefore, acts to reserve the entry level and future 
employment possibilites for "hite folks in South Africa, 

Please believe jg, any change in the minimum wage vfould be very, 
very harmful to this country at the present time. I would appreciate 
hearing your views on this issue. 

With sincere best wishes to you and your family for a happy 
hoi iday season, I an 

Sincerely, 

Phil P. Lcvcntis 

PPL/cia 
309/0557 
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CHART 1. 

Total Civilian Employment 

(Annual Averages • in millions) 
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CHART 2. 

Average Hourly Earnings by Sector 
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CHART 3. 



Index of Real Growth in Employee Compensation 
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The Chairman. We welcome back to our Committee the Secre- 
tary of Labor. Mr. Brock is a former colleague of ours and we have 
enjoyed a working relationship with him. He was a highly regarded 
and' respected member of our body, and has since had a variety of 
different responsibilities both within and outside the Administra- 
tion. We have areas of agreement and areas of difference, but we 
always value his presentation and are impressed by his comments. 

We look forward to your comments, Mr. Secretary, please pro- 
ceed. 

STATEMENT OP HON. WILLIAM E. BROCK, SECRETARY OP 
LABOR, WASHINGTON, DC 

Secretary Brock. Thank you, Mr. Chairman. 

I want to begin by trying to repay a couple of compliments, first 
to the Ranking Minority Member, for not only his kind words, but 
for his distinguished service to this Committee and his record of ac- 
complishments in this Committee over the past six years. 

I also would like to offer my congratulations to the new Chair- 
man and wish you much success with the new Congress. The Com- 
mittee is fortunate to have you both as leaders. 

I do not think you could have picked a more important subject 
on which to hold your first hearings this year. In assessing the 
state of the workforce and the challenges we face, we have got to 
begin by acknowledging that we have an excellent record on which 
to build. We have now experienced four full years of expansion 
since the end of the last recession. During that time, we have 
added nearly 13 million new jobs to the economy; we have become 
again the envy of the world, and in particular of Western Europe. 
In 1986 alone, the number of jobs increased by 2.2 million. We have 
done this in an atmosphere of the lowest inflation since the early 
1960's, and the lowest interest rates in nine or more years. 

We now have — and I think this is important— a higher percent- 
age, a higher proportion of our working age population employed 
than at any time in our history. That is a phenomenal statement, 
and it has consequences for all that we will consider in these delib- 
erations. 

With the creation of the 1982 Job Training Partnership Act, 
which Senator Hatch mentioned, we established a framework to 
provide employment assistance, including the literacy skills to help 
workers find and hold productive jobs. The success of this program 
has been phenomenal. Over the past 33 months of JTPA, we have 
assisted over 800,000 young people and helped more than 1.7 mil- 
lion adult workers obtain the skills necessary to find gainful em- 
ployment. 

All of these indicators present a positive picture that not only 
argues, but requires, that we maintain the essence of the macroeco- 
nomic policies that have brought us to this point. 

But even with overall unemplo3rment at 6.6 percent today, there 
still exist some troubling problems. There are groups who have not 
shared equally in economic advances. Minorities in particular still 
suffer from high unemplojnnent and relatively low earnings. Work- 
ers displaced from declining industries, both high and low wage 
workers, often face serious problems adapting to the job market. 
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Young people who lack the basic skills to find work are continuing 
to be caught in the cycle of welfare and unemployment, as are too 
many women. 

As we look closely at the demographic and economic trends to 
the end of the century and how they will affect the employment 
picture, we can already see that these are the groups that will be 
most at risk in the workforce of the future. 

We in the Department have launched a major examination of 
work trends through the year 2000. We choose to call our mission 
the WORKFORCE 2000 Project. The name symbolizes what we be- 
lieve is a collective goal of workers, industry, academia, govern- 
ment, all of UB, to assure decent jobs and necessary skills for all 
Americans, certainly by the turn of the century, hopefully before. 

I should compliment the Chairman on his remarkable quality of 
language. I love the phrase that you used: ''Work for all who can, 
and care for those who cannot." That is a legitimate national pur- 
pose, and I compliment you for that. 

In broad' terms, the objectives that have and will guide our 
WORKFORCE 2000 Project are to anticipate and prepare for 
change by enhancing the skills of the workforce and improving the 
nation's private pension system. 

This next year, we will continue our look ahead to the year 2000, 
and we will focus on the changing nature of the workforce, the 
kinds of jobs we expect to be created, and the skills needed to hold 
those jobs. Our response to these questions will determine how we 
ariswer the m^"or question: Is this country committed to be com- 
petitive in the year 2000, and is it still committed to the quality of 
CTcellence that we have seen so much in these past 200 years. 

If I may, I would like to outline what we have already discovered 
and the m^or demographic trends— and when I do this, Mr. Chair- 
man, I am not trying to be a prophet. I think the facts are self- 
evident. The people who are gomg to be working in the year 2000 
have already been bom. We know who they are. We know where 
they are, and we know what their characteristics are. I think it is 
important to establiish these facts as a benchmark for the discus- 
sion. 

First, the population and workforce will grow very slowly in the 
next 13 years. The rates of increase will be slower than at any time 
since the 1930's. Because of this, we could face a shortage of work- 
ers rather than a surplus we have had since World War IL 

At the same time that the workforce is growing more slowly, the 
youth population is declining. I think you have to ask what this 
means for many employers who rely heavily on youth for entry- 
level jobs. Businesses, colleges and the military are going to find 
themselves competing and scrambling for 18 year-olds. 

We had at our conference the recently retired Chief of Naval Op- 
erations. He made the statement that in order to maintain our na- 
tional security, without any increase from present force levels, the 
military forces olthe United States would have to have one-half— 
one out of every two-^-qualified male high school graduates by the 
year 1995. That just simply is not going to happen. 

The word that is key is the word 'Qualified". We are not grad- 
uating enough young people with qualifications, with skills. 
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Now, the youth population is declining, but the minority and 
low-income youth population is growing, and this is the group with 
the highest unemployment rate, the most disadvantages, and the 
highest difficulty of entry into the workforce. 

The number of immigrants in the workforce will increase. About 
one-half million legal immigrants will come into the United States 
each year. 

In sum, most of the labor force growth will come from groups in 
the population that traditionally have been underutilized and have 
had trouble finding rewarding jobs. Women, minorities and immi- 
grants will account for over 80 percent of the net addition to the 
labor force-between now ana the year 2000. 

In addition, single-parent families and families where both par- 
ents work will become more common, increasing the demand for 
support services during working hours. 

On the job side, the workplace side of the equation, we can 
expect most of all, change. There will be constant flux in the econo- 
mv, constant change, and major geographic shifts. As a result, 
labor supply and demand will probably be in imbalance in many 
localities. Areas dependent on single firms or industries such as 
fanning, mining and oil, cr others will be particularly vulnerable. 

Job creation will continue its pace in the service sector, with 
over 90 percent of the new jobs being created in that sector. 

Of greater consequence to our young people and immigrants and 
women and minorities, new jobs m the economy will strongly favor 
the most educated sector of the labor force. Among the new jobs to 
be created in the American economy in the next 15 years, every 
single category requiring higher skills will be growing faster. There 
is no exception to that rule. 

Many existing jobs will require higher levels of analytical and 
communication skills, and the level of literacy required will contin- 
ue to rise above ihere reading and writing ability. 

In other words, the most important skSl is going to be the cogni- 
tive skill, not the manual skill. 

In this rapidly changing environment, the average U.S. worker 
will change jobs several times in his or her worker lifetime. Many 
workers will undertake second careers and will remain in the 
workforce longer than they do at the present time. 

The picture that emerges from all this is one of challenge, one of 
opportunity, and I think, perhaps, one of hazard unless we change 
some things. We do need to start finding some solutions today, so- 
lutions that give us a return on our dollar, solutions that recc^ize, 
as the Senator from Massachusetts has noted, that we are going to 
have to live within a constrained budget for the foreseeable future. 

So we have to find solutions that dlow us to leverage our yield 
to the greatest good. With this in mind, we are going to com^ to 
the Congress this year with some legislative initiatives which we 
hope will address some of the problems I have described. 

We will announce the plan for a new Worker Adjustment Pro- 
gram that would triple tne resources now available to displaced 
workers. Building upon our experience with JTPA, we base it on 
three or four fundamental principles. First, it has to be comprehen- 
sive. It cannot be predicated only upon trade-affected people, but 
on displaced workers generally. Secondly, it has to be effective. 
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Third, it has to incorporate earlier intervention in targeting of 
funds without new bureaucracy. And lastly, we think it is essential 
that this be tied very closely with the unemployment insurance 
system. « 

We are also suggesting a. new initiative to d3al with the two par- 
ticular and peculiar problems of welfare youth. We have not been 
successful in this country in adequately dealing with this problem, 
particularly as it affects minorities, and as it relates to our cities. 
We have got to do a better job of breaking the cycle of welfare de- 
pendency. 

Teenagers and young parents on welfare face the greatest bar- 
riers to escapiiig poverty. What we are proposing is to take the 
Summer Youth Program and^ give communities the option to oper- 
ate that or a year-around employment and training program tar- 
geted to AFDC teenagers and parents. 

In addition to those two initiatives, we will propose new protec- 
tion for worker retirement benefits. We will try to ensure adequate 
funding to guard against underfunded pension plans and to in- 
crease flexibility for the recovery and use of excess assets in over- 
funded plans. 

In conclusion, I think it is patently obvious that the issues facing 
us are not partisan. They are subject to no particular ideology. 
They are human problems of consequence to the well-being of this 
country. We simply have to find ways of working together, those of 
the agencies of my Department, with other departments, with the 
Congress, with business, with labor, to find some solutions that are 
more effective than those we have found to date. 

We have come upon a new code word in the American political 
lexicon. It is called "competitiveness" and everybody is talking 
about it. But the fact is that we are really talking about human 
beings, and unless we can give our worker population and those en- 
tering it the skills to hold these new jobs, both thee and we will be 
the lesser for it. 

We have much to do. We have much we can achieve, and I ap- 
preciate the chance to begin the conversation with you today. 
[The prepared statement of Secretary Brock follows:] 
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Mr* Chairman and Meiri>er8 of the Comoitteet 

I am pleased to have this opportunity to testify before you 
today* I believe the Committee could not have picked a more 
appropriate or important subject on which to hold one of its 
first hearings in the 100th Congress. 

In assessing the state of the workforce and the challenges 
we face/ we should acknowledge that we have an excellent record 
on which to build* In the past six years r we have created a 
record-breaking number of new jobs that have made the United 
States the envy of Western Europe. Legislatively, we have 
established a new framework for the delivery of cost-effective 
employment assistance — the 1982 Job Training Partnership Act 
(JTPA) — which is exceeding our expectations. In addition, 
just last year we enacted amendments to the JTPA strengthening 
its role in providing the literacy skills workers need to find 
and hold productive employment. Huge praise for the success of 
the JTPA is owed to the bipartisan leadership of the Senate 
Labor and Buman Resources Committee. 

In short, over the first 33 months of JTPA we have assisted 
over 800,000 young people, and helped more than 1.7 million 
adult workers obtain the skills necessary to find gainful 
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enployioent* In the last year alone the U.S. economy created 
2.2 Billion Bore jobs* And we have done this in an atmosphere 
of th« lowest inflation rate since the early 1960 's, and the 
lowest interest rates in nine years. 

To continue these accomplishments, and to find ways to 
reach out to those who have not been able to share in the 
fruits of our economic recovery, the Department of Labor has 
launched a major examination of work trends through the year 
2000. Mr. Chairroanr these trends will profoundly affect policy 
issues that concern our Department and this Committee, and with 
the turn of the century just around the corner we need to 
recognize and begin to deal with them today. 

We've chosen to call our mission the WORKFORCE 2000 
Project. The name symbolizes the collective goal of labor, 
industry, academia, and government to assure decent jobs and a 
decent society for all Americans, it will be an integrated and 
comprehensive plan of research, interagency cooperation, 
private sector partnership, and resources. It will be a plan 
with ambitious goals, and therefore not without risk. 

In very broad terms, our objectives are to anticipate and 
prepare for change by enhancing the skills of the workforce and 
improving the nation's pension system. To achieve these 
objectives, w:; in the public and private sector have to do 
several things such as: make workplace literacy a national 
priority; coordinate federal and state resources; remove 
barriers to labor-management cooperation; encourage employers 
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and individuals to Invest more in education and training; respond 
aggressively to the needs of those who must balance the demands 
of work and family; facilitate the movement of displaced workers 
to new jobs; protect current and future retirement benefits; 
review workplace standards on health and safety^ and work rules; 
and better integrate minority, (disadvantaged, handicapped workers 
and vomen, veterans and nsv immigrants into the workforce. 

As a first step, we are proposing ttiree new legislative 
initiatives which are responsive to these trends. 

o A new worker adjustment assistance progra!*; ainied at 
combining the features of several programs to provide 
swift aid in matching displaced workers with new jobs. 

o A restructured program of training and employment 
assistance for AFDC youth, to help break the cycle of 
welfare dependency. 

o New protections for workers' retirement benefits through 
ensuring adequate funding to guard against underfunded 
pension plans and new standards to increase the flexibility 
for the recovery, and use of excess assets in overf^nded 
pension plans. 
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As a second step, we are working to develop proposals which 
are designed to enhance the administrative flexibility of the 
unenploynent insurance system and to clarify and refocus the 
role of the public Employment Service. 

In this next year, as %^ continue our look ahead to the 
year 2000, we will focus on the changing nature of the 
workforce, the kinds of jobs we expect to be created and the 
skills needed to hold such jobs. Our response to these issues 
will determine how we answer the major question; Is this 
country committed to being competitive in the year 2000? 

Let me outline in very general terms what we see as the 
major demographic trends. 

0 First, the population and workforce will grow very 
slowly — the rates of increase will be slower than at 
any time since the 1930 *s. Because of this, we could 
face a shortage of workers rather than the surplus we've 
had since World War II. 

o At the same time, the youth population is declining. 
Just think what this means for many employers who rely 
heavi)y on youth for entry-level jobs. Businesses, 
colleges and the military may find themselves competing 
and scrambling for 16 year olds. 
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However, the minority and low-income youth population is 
growing — and this is the group with the highest 
unemployioent rate, and one that has traditionally been 
left behind in this country. 

The number of immigrants in the work force will increase 
— about half a million legal immigrants alone will come 
in each year* 

In short, most of the labor force growth will come from 
groups in the population that traditionally have been 
UB^j^utilized and have had trouble finding rewarding 
jobs« Women, minorities and immigrants will account for 
over 80 percent of the net additions to the labor force 
between now and the Year 2000* 

Single-parent families and families where both parents 
work will become more common, increasing the demand for 
support services during working hours* 

In the coming decade, prime age workers will constitute 
a larger share of the labor force, and the average age 
of the workforce will rise. 
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o On the jobs side of the equation, ve expect najor geogra- 
phic shifts. As a result, labor supply and demand will 
probably be in in^alance in Mny localities* Areas 
dependent on single firms or industries, such as 
farming^ mining and oil, will be most vulnerable* 

o Job creation will continue to predominate in the service 
sector* The Bureau of Labor Statistics estimates that 
90 percent of the new jobs created will be in the 
service sector* 

o The occupational mix of jobs will change, with employ- 
ment in professional and managerial jobs growing by 5*2 
million, while operative and laborer slots will increase 
by only 1*3 million* 

o New jobs in the economy will strongly favor the most 
educated sector of the labor force* 

— Among the new jobs to be created in the American 
economy in the next 15 years, every category 
requiring higher skills will be growing f^^ter* 
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o Many existing jobs will require higher levels of 

analytical and conisunication skills — and the level of 
literacy required vill continue to rise above oere 
reading and writing ability* 

o To meet the competitive challenge, enployeis will be 
paying increasing attention to ; uman resource develop- 
nent and will continue to seek ways to reorganize work 
to make better use of people. 

o In this rapidly changing environntentf the average U.S. 
worker will likely change jobs several tices in his or 
lytz work lifit and inany will change jobs five or six 
tiiaes. Also, many workers will undertake second careers 
and reia!iin in the workforce longer than at present. 

If we are to take advantage of the opportunities thes-t 
trends present us, we must deal meaningfully with soDe of the 
snore significant probleics and issues our society now fac*es. 
If we are serious about strengthening our ability to cooipete in 
a global econoi**-, all of us this Administration, as well as 
this Co&jaittee, State and local officials, laanageinent and union 
leaders # workers and concerned citizens' groups — jsust 
contribute to the search for solutions to issues such as: 
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o Youth unemployioent, especially among minorities; 

o Low literacy among youth and adults, which is now 
nearing epidemic proportions; 

o Worker dislocations, and the need to adjust to a rapidly 
changing economy; 

o Increasing conflicts between work and family obliga- 
tions; 

o Positive labor-management relations, rather than the 
historical confrontational approach; 

o The life-long necessity for training, retraining, and 
more retraining; and 

0 Protecting the security of workers' retirement income 
and encouragincj increased pension coverage among small 
employers. 

1 cannot emphasize too much that these issues need to be 
addressed in a realistic, cost-effective way, without 
rekindling inflation. The budget constraints which we all 
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cecognize aean that ve will have to make the best use of 
available funds and see that government programs and policies 
are coordinated to contribute to the solution of these 
problems, not work against them. The trends also indicate that 
we must rely more on the private sector to address social 
needs. Consequently, government must be sensitive to the 
burden it imposes on the private sector to directly finance 
programs. For example, merely mandating employer-provided 
benefits is not the appropriate solution. 

Let me offer some thoughts on where I believe we need 
action and where the Labor Department will be active: 

o First, we need to make sure the education system is 
preparing our young people for the changing labor 
force. Millions of workers are prevented from getting 
jobs or moving to better jobs by their lack of basic 
competency in re:«ding, writing and speaking English, by 
their poor math skills, and by their lack of reasoning 
and problem-*solving skills. In addition to schools, 
training programs, employers, and the individuals 
themselves must insure that everyone in our society is 
fully prepared to contribute to a technologically 
complex society. Working closely with Secretary Bennett 
and the Education Department, we have a "Literacy in the 
Workplace" initiative underway: Among other components, 
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this effort encompasses two national demonstration 
programs that address the literacy n^eds of dropouts and 
potential' dropouts* It includes Youth 2000, a year-long 
program of activities designed to develop longrrange 
education and employment policies that start in the 
classroom* It has led to the addition of a literacy 
segment to the JTPA summer youth jobs program* Our 
Department has been an enthusiastic supporter of Project 
Literacy n*S* (P*Ii*n*S*)> but we are certainly not 
alone*' From the Department of Education to the 
Governors r Mayors r and State Legislatures ^ to the 
churches and hundreds of community action groups ^ it is 
truly becoming a national movement* 

Let's set a goal today to eradicate illiteracy in the 

n*s* 

We need to consider better ways to break the cycle of 
welfare dependency* We simply cannot afford to continue 
a situation in which many of our youth population — 
primarily poor, minority school dropouts — face lives 
of unemployment and welfare dependency, compounded by 
problems of illiteracy, drug use, and teen pregnancy* I 
believe society needs to focus training and employment 
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resources on young parents and adolescent children in 
families receiving AFDC* These are the welfare 
recipients who can benefit most from our proposed 
targeted approach, and they deserve more focused and 
effective attention. Our new AFDC youth initiative is 
designed to augment the JTPA literacy provisions enacted 
last year. 

We need to improve the effectiveness of our worker 
adjustment programs. We are proposing a comprehensive 
new approach which will take the place of Trade 
Adjustment Assistance and the JTPA Dislocated Worker 
program/ and will be based on the, following principles: 

Comprehensive coverage of workers/ regardless of the 
cause of the dislocation; 

Emphasis on approaches proven to be effective in helping 
dislocated workers; 

Early intervention and better targeting of funds to 
dislocations; and 

Close linkages with the Unemployment Insurance system as 
an integral part of adjustment services. 
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o We need to ezaisine our pension and welfare benefit 
systems to determine how we can provide workers with 
greater financial security while recognizing that 
increasing jcb mobility will be an economic fact of life 
for many. This is especially important for industries 
and companies with shrinking workforces whose workers 
may have substantial pension benefit accruals at risk. 

o we need to recognize that more and more women and single 
head's of households are entering the workforce and may 
have special needs that should be considered if they are 
to be productive workers* Employers who recognize these 
needs are better able to attract and retain a quality 
workforce. 

The Labor Department is sponsoring a major conference on 
the many dimensions of this and other "work and family" 
issues this spring. 

o we need to keep in mind that more persons are covered by 
employer-sponsored health benefit plans than by any 
other source. The Department of Labor/ because of our 
responsibility for regulating these plans under ERISA/ 
is concerned that our nation's health care system 
provides adequate quality health care. 
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The WORKFORCE 2000 Project will be a team effort — among the 
agencies within our Department r among our sister agencies in 
the federal government^ with the Congress, and with business 
and labor* I*a excited about it because it represents to me a 
conmitment to our collective future* 

A growing number of people are thinking about the 
importance of competitiveness as it relates to the prospect of 
a productive and secure American future. I'm encouraged to see 
that the same light bulb seems to be flashing on all over the 
country. Our strength is our diversity, our ethic, and our 
grit, but what historically has united us is our confidence in 
ourselves. We can rise to any challenge because we know we've 
done it so many times before. The time has come to meet a new 
challenge, the challenge of the year 2000. 



„ 32 • 



29 

The Chairman. Thank you very much, Mr. Secretary. 
i We will follow a ten-minute rule for the first round, including 
myself. . 

There are many parts of your testimony where I know there is 
fairly broad agreement, and we look forward to working closely 
with you on a humber of the programs which have been recom- 
mended in terms of training and upgrading skills for displaced 
workers, and I comniend you for the ability to persuade the Admin- 
istration and 0MB to try and develop the funding for that particu- 
lar progriam/in the budget. What is going to happen to the total 
budget is another issue, but certainly it demonstrates that you 
yourself haveibieeh persuasive; 

Haying said that, I think we ought to try and put into some per- 
spective what has been really happening in this country over the 
period of these past several years, whatever, five, six, seven years, 
in terms of new employment. We are going to hear from Mr. Blue- 
stone later, but we have other materials that demonstrate that 
some 60 percent of all the new jobs that have been created over the 
period of the last six years have been jobs which provide wages 
below the poverty level. That is an extraordinary phenomenon. It 
is really^the first time, certainly since the time of the Depression, 
that that has taken place. 

. With all due respect, discussions about compensation never take 
mto consideration, increases in health costs and other factors 
which would diminish the creation of new jobs— basicfidly poverty 
jobs. It amazes me that we even get people working in those pover- 
ty jobs while there are so many disincentives. In terms of being eli- 
gible for some of the existing programs, even when those programs 
are taken together, they would still be below the poverty line. 

American people are prepared to work. I just asked my staff to 
try and get some ideas of recent job openings and what the num- 
bers of applications have been. March 2nd, 1986, at the Memorial 
Auditorium in Buffalo, New York, there were 10,000 applications 
for 270 new jobs at a GE plant there. March 10, 1986, Clyde, Ohio, 

I, 500 people showed up for 200 jobs at a Whirlpool factory. January 

II, 1983, 4,000 people showed up for 350 jobs at a Hyatt Regency 
Hotel. Those are not the kind of what we would consider high-tech, 
Route 128—495 jobs. These are in a Hyatt Regency Hotel, with all 
respect to Hyatt Regency. 

In Kansas City, 3,000 people showed up at the Radisson Hotel for 
250 new jobs. So American people want to work, and I think we do 
them a disservice 'if we think that we are really coming to grips 
with providing them the kinds of hopes and opportunities and put- 
ting them on a path which will permit them to be able to move on 
into new circumstances so that they can enrich their own lives, in- 
crease their own standard of living, and provide for their children. 

I do not know whether you want to make a comment first of all 
on the question of what the new entry job levels are and what your 
own reaction to that would be. 

Secretary Brock. Well, a couple of thoughts. One, I think it is 
necesr^ary to note the divergent trends of two forces at work in this 
countiy. One is thie increasing skill requirements of employment. 
Of the new jobs that are being created, the majority of them re- 
quire a higher level of cognitive skills, and yet at the same time, 
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we have got another line of young people coming out of school with 
less skills. They are dropping out. And we have got an incredible, 
an insane travesty of about 700,000 young people getting a diploma 
every year who cannot even read the damn diploma. And that sort 
of. gets your attention when you find out that we are not doing an 
adequate job there. 

You cannot have. Senator, these two trends continue along Chat 
line without creating a two-class society, which is vory dangerous 
to all that this country has stood for for 200 years. That is point 
number one. 

Point number two, though, is that if we can provide those young 
people — or adult workers, for that matter— wiui the skills to hold 
those jobs, the iobs are going to be better jobs, cleaner jobs, safer 
jobs, happier jobs, more productive jobs. And I do not accept the 
statement that all of these people, ar& working in hamburger 
stands. That is simply not factually correct. The mfgority of jobs 
that are being created are better jobs. The jobs that we forecast to 
be created over the balance of this century are substantially better 
jobs than people have today. And the fact is that if our young 
people can get into any entry-level job, I do not care where it is, 
they acquire that first level of job discipline that is necessary to 
holding a productive career for the future. 

The Chairman. Well, with McDonald's, the 250 percent turnover, 
this idea that McDonald's and the fast-food are entry jobs into the 
work ethic and a way that is going to lead them to be presidents of 
corporations is something that I find unpersuasive, myself. 

But if we can get an agreement with the Secretary of Labor and 
with the Administration that this is the phenomenon, I think we 
are a long way down the road, because we hear others in the Ad- 
ministration talking about the creation of new employment, and 
they take great pride in the reduction of two-tenths of one percent 
in unemployment, like we really do not have a national problem 
with unemployment. We have had a longer period of high unem- 
ployment now in these recent years than we have had in the histo- 
ry of our country, since the Depression. 

The second point is on the minimum wage. You knew I was 
going to ask about it, I am sure. It is something I feel strongly 
about. 

Taking 40 hours a week at the minimum wage is $134; after 
Social Security, $118. If you teke the rule-of-thumb on housing, 
which is 25 ijercent — assuming they can get it at 25 percent, whicn 
I think is virtually impossible— that leaves $84. If you take the 
lowest 20 percent of urban consumer units—that is a standard 
which is used and recognized— and you take the lowest group, the 
lowest fifth, at $35 a week, that leaves $49.60 left. If you teke 
eneigy and other household necessities, using the same lowest 20 
percent, that leaves $16.50 a week, without dealing with clothing, 
without dealing with medicine, without dealing with health care, 
transportation, telephone, education, savings, including a set-aside 
for secure retirement. 

Are you for raising the minimum wage? 

Secretary Brock. My predilection for a long time has been to 
give workers the skills with which to earn a whole lot more than 
minimum wage. 
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The Chairman. Please come a lot closer to that mike. I do not 
want to miss anything on this one. [Laughter.] 

Secretary Brock. I am not sure changing that law addresses the 
fundamental question. If they were given the skills to earn more 
than the minimum wage, we would have served them far more ef- 
fectively for their well-being than statutorily changing the mini- 
mum wage. . . 

I am willing to take a look at the minimum wage for different 
reasons, but J'do not think that that is a fundamental answer to 
the problem. I think the fundamental answer to the problem is to 
provide a skill base for those individuals that will allow them to 
earn a heck of a lot more than that. 

I do wony that we tend to take a one-shot approach like that as 
if it really does resolve the issue. It honestly does not. The majority 
of those people in the minimum wage group— there are about five 
million of them— there are about one-third of those, by the way, 
who make less than the minimum wage, because they are not cov- 
ered by the minimum wage standards— but a very substantial 
number of those are young people who are living at home, and 
they do not have rent payments, and it is a first job for them to 
acquire that job habit, that job discipline that is necessary for them 
to be productive. 

And I do worry that at least historically, there have been studies 
that showed a substantial increase in the minimiun wage could 
result in the loss of employment for those young people who do not 
have adequate skills. So. I think you have to be very careful with 
that. 

The Chairman. Well, there have been six mcgor studies. Two of 
them show there has actually been an increase in employment. 
And I do not want to take the time here. The poiiit, I think, is that 
you can take those that are going part-time— I know we will hear 
the arguments that there is only a small number at minimum 
wage, a lot of them are part-time— but in the kind of review that 
we have been able to make, a great percent of them are women, 
mcreasmgly heads of household, with all the problems we are 
facing with the feminization of poverty and that impact, what is 
happening to the children in those families that are living in those 
kinds of circumstances. 

It just seems to me that I would accept that this is not the 
silver bullet" that is going to solve our problem, but we do not 
want to make the enemy of the better the best, if we can make 
some progress in an important area that is going to have some 
impact in reaching individuals y/hdse desire is to work. We are 
talking about workers. We are talking about people who want to 
provide for their families and who want to work in our system. 

I would hope we will have a chance to exchange further on this. 

Secretary Brock. We will continue the conversation. 

The Chairman. Yes, we will. My time has expired, and we will 
come back on some of the other, related issues. 

Senator Hatch? 

Senator Hatch. Thank you, Mr. Chairman. 

Mr. Secretary, one of the major concerns I think all of us have is 
the impact of foreign trade on employment. I know you have dis- 
cussed the issue before, and of course, I think you are uniquely- 
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qualified to discuss it with us here today since you have had experi- 
ence not only as Secretary of Labor, but also as our U.S. Trade 
Representative. 

What do you think will be the ramifications for American work- 
ers if we actually, in this session of Congress, enact a more restric- 
tive trade policy? 

Secretary Brock. Were the United States to impose on the world 
a protectionist policy of any substance, the effect would be the de- 
struction of countless lobs, millions of jobs in the United States. 

Senator Hatch. In America, or all over the world? 

Secretary Brock. Everywhere, but particularly here. I am an 
"America first-er," and I believe that we ought to worry about 
ours. If we do not take care of ours, we are not going to be able to 
take care of anybody else's. And if we start forgettmg that there 
are eight or more million Americans whose jobs would be at risk 
with a protectionist trade policy, we are crazy. That does not mean 
we should not have an effective and aggressive trade policy. Sena- 
tor. It does mean that we have to be careful in describing what we 
mean by "fair trade". If we mean that we are going to have protec- 
tion for workers against unfair trade, as the laws now require, that 
is fine, and it should be done, and it should be done aggressively 
and effectively. 

If it means we are going to pull down the shades and tell the rest 
of the world to go away because we do not like their competition, 
that is a very dangerous, shortsighted statement of capitulation, 
and I do not think the American people are ready to do that. 

Senator Hatch. So I take it you are very concerned with some of 
the proposals that are being thrown around today? 

Secretary Brock. I certainly am. 

Senator Hatch. Mr. Secretary, as a member of the Senate you 
helped to break down several barriers for women by sponsoring the 
Equal Credit Act and other significant legislation while you were 
here. 

Now, as Secretary of Labor, what do you perceive as the remain- 
ing barriers to women in the workforce, in tne workplace? 

Secretary Brock. There are several barriers, with different de- 
grees of emphasis. There remains an element of discrimination in 
this society which is 50 years out-of-date, 100 years out-of-date, but 
it is still there, and that has got to be rooted out, by law and by 
leadership. 

Beyond that, there is a problem that may even be more perva- 
sive now. Forty-four percent of the American workforce is female. 
The overwhelming msgority of women who work will have babies 
while they are at work — not at the workplace, but during their em- 

Eloyment, hopefully. I do not think American business has even 
egun to think about the effect of that on the American family and 
what needs to be done to be sure that the advance of women into 
the workforce does not damage the ^erican family in the process. 

We have not given near enough attention as a country and as an 
economy to the fact that we need women. We are gomg to need 
them for the foreseeable future as productive workers in this econ- 
omy. And they arc either going to be single parents, or they are 
^oing to be in two-parent households where both parents are work- 
ing. That is going to put stresses on the family that are not being 



33 

accommodated very well by most people. And I think we need to 
pay more attention to that hazard. It means that we ought to be 
thinking more about whether there is adequate daycare provision, 
or whether there is an opportunity for flexible work schedules, 
things that allow them to accommodate* their family circumstances 
and still be productive. 

Senator Hatch. Oh; we are thinking about these things. Perhaps 
even home work; we might allow them that option as well. 

Secretary Brock. Sure, absolutely. 

Senator Hatch. We are thinking about that. I think we have to 
addr^ the child care problem, and I think we have to address it 
on this Committee as well as, perhaps, ether committees. But I see 
a whole plethora of programs that need to be consolidated and 
brought together to help solve that blem. I hope we can provide 
some conservative leadership in that area as well. 

Secretary Brock. We would be happy to work with you. 

Senator Hatch. The Chairman is having a great influence on 
me, but I think I have had a good one on him. We have worked 
pretty well together the last six years, and I hope these next two 
years will be good years. [Laughter.] 

Let me ask you the same question with regard to teenagers and 
young- people, our youth. If you were addressing a convention of all 
16,000 of our school supenntendents in this country, what com- 
ments would you make about our teenagers' ability to succeed in 
the workforce today? You did make some in your opening remarks, 
that we are going to run short of workers in the next 15 years. 
^ Secretary Brock. Senator, our children are not being well-served 
m this country today. 

Senator Hatch. That is right. 

Secretary Brock. We went for 20 years, from 1963 to 1983, 
watching the reading, math, verbal communications skills of our 
children decline every consecutive year below the previous year for 
20 consecutive years, and nobody got fired. And that is a gosh- 
darned shame. There is no exciise for it: 

Now, we are beginning to pay attention to our educational 
system^ and the need for doing a better job. During those same 
years, in the last ten years, the amount of money given to teachers 
m the. United States went from 48 percent of our total education 
dollar down to 38 percent. Now, where in the dickens is the money 
going? It, I think, says that we have got a lot of work yet to do. 

If you want to tell a youn§ person what to do to have a greater 
opportunity, tell him to finish school to begin with. If a young 
person in this country finishes high school, just high school, 90-plus 
percent— substantially over 90 percent— will have a guarantee that 
they will be living at double the poverty level, not at thepoverty 
level, hot below, but double, just by finishing high school. That is a 
virtual guarantee. And it says that we are not ooing anything near 
enough to deal with the drojwut problem, and even when we keep 
kids m school, we are not giving them an adequate education while 
they are there. I think that is shameful and something we as a 
country have got to do a better job at. 

But it really is a matter of education, because better skills that 
are going to be requisite to the economy over the next 15, 20 years 
when these kids come out of school—every kid that is going to be 
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in the worklorce in the year 2000 is already- in kindergarten right 
now. They are in school. And the jobs that are being created — 
there are two million jobs a year that are being created right now 
that are going to create a people shortage in this country in the 
next decade. These are jobs that require cognitive skills, or skills 
that you learn in school. 

Senator Hatch. Well, you noted in your testimony we could actu- 
ally be facing a worker shortage in the next two years. What indus- 
tries, in your opinion, will be the hardest hit by thiB shortage of 
skilled labor, and what do you see as the aggregate, future impact 
on^the economy? 

Secretary Brock. Yes, I think you can prophesy with' some accu- 
racy here. First, the kinds of firms that are going to be hard- 
pressed are the kinds that right now depend upon young people for 
their entry-level jobs. They are going to have increasing competi- 
tion. The military, the fast-food places, the retail establishments 
are going to have a tough time getting enough young people to do 
their jobs. What they are going to be doing is gomg to older people. 
In my judgment. 

But the more crucial crunch is going to come in areas of increas- 
ing skill. And I am not just talking about people that work on com- 
puters. One of the interesting projections in our conferences was 
that 90 percent of the American people who work will be using a 
computer in some fashion in their work by the year 2000. 

But what we have got in this country is that every, single indus- 
try is going to become a high-tech industry, or it is not going to be. 
The steel industry, the automobile industry, they are all going to 
have to move to robotics and numerically-controlled machine tools, 
to high-technology. And the skills to mamtain that equipment, the 
repair skills, the technical skills, the administrative slcills today 
are not there. They are not being taught. 

Senator Hatch. Well, thank you. My time is up. I appreciate 
having you here and listening to your testimony. 

Secretary Brock. Thank you. 

The Chairman. Senator Simon? We are looking forward to hear- 
ing Senator Simon testify in just a moment. 

Senator Simon. And I will not take very much time right now. 
Number one, I was pleased with your comments on education. I am 
ready to nominate you for the Secretary of Education. 

Secretary Brock. No, thank you. 

Senator Simon. In view of wnat you say about the importance of 
education, if you were putting a Federal budget ^togetner, would 
you cut $5.7 billion from the education program? 

Secretary Brock. I think the shift of support to more of one that 
is based upon income and the capacity to pay is not an illogical 
shift, because when we fund higher education by loans or by Pell 
Grants, we are increasing the employability and the earning capac- 
ities of those individuals. As their earnings go up, it seems to me 
they should be able to pay and willing to pay those loans back 
without subsidy. So I do not consider that a cut in the classic sense 
of cutting a direct support program. 

But I would say this to you. Senator. There are none of us who 
do not have some disagreement with some elements of any budget, 
because we have different ideas about the priorities this country 
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ought to have. For me, the priority is education and skill develop- 
ment, training. That is not only Bill Bennett's job, but that is mine. 

But there are ways that, if you do not have the money, and we 
do not in^ Washington these days, that you can use your present 
dollars with effectiveness. You can say that we are not going to 
fund incompetence anymore, and we are going to reward excel- 
lence. There are ways that we can take a Federal dollar— and this 
g what we are trying to do with our approach— and leverage those 
Federal dollars to get greater support and more dollars at the local 
level. 

^ So I ani not sure it is a matter of the finite number as much as it 
IS the policy that encompasses the number. 
Senator Simon. That was a very diplomatic answer, Mr. Secre- 



Secretary Brock. The best I could do on short notice. 
Senator Simon. Just as a matter of comment. Senator Stafford 
and I would first of all differ with the impact that that cut in 
higher education is going to have; and second, when you talk about 
skills training and so forth, when you cut $900 million off vocation- 
al^ education, that is goine to have an impact out there in the 
schools in Tennessee and Illinois and everywhere else. 
Let me shift to one other subject. 

Senator Stafford. Would the Senator yield just for a very brief 
observation? 

Senator Simon. Yes, I would be pleased to yield. 

Senator Stafford. The $900 million coming out of vocational 
education is the entire assignment of money for that program, so 
that the Administration budget eliminates vocational education for 
fiscal year 1988. 

I was going to ask that myself. I think that is a shame that that 
IS occurring. 

Secretary Brock. Well, Senator, you see, you are not in my turf, 
so I am not really competent to comment— I do not mind comment- 
mg, even if I am not competent— I learned that in this body. 

Senator Hatch. This is one of the great examples of executive 
bodies. [Laughter.] 

^ Secretary Brock. But I do not know what percent of the voca- 
tional education dollar is expended by the Pederfd Government. 
The overall education dollar is about 7 percent, and I would 
assume it is not too far different in vocational education. 

So you are not cutting out vocational education. You may be re- 
moving the Federal component. 

*nfi^*^ff ^^^^ ^ should jpoint out that we are putting 

»980 million. Senator, into this new Worker Ac^ustment and Train- 
ing Program, and that is a substantial increase of funding in pre- 
cisely this area. We think we get a pretty good yield off that pro- 
gram. 

Senator Simon. Let me just say that Senator Stafford and I wel- 
cane your comments in support of education. Senator Stafford is 
absolutely correct. There is just no way you could knock out $900 
million at the Federal level without having devastating impact 
elsewhere. 

Since you are also a trade expert, and Senator Hatch has talked 
to you about this area, just one question here. There is a concern 
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that some of us have that the pendulum is going to swing from one 
extreme to anothen that there has to be a middle ground. But I 
would > hope as the Secretary of Laboi and as someone very knowl- 
edgeable in the field of trade, that you would help us to achieve 
that middle ground. 

Mv observation is that we need much more coordination in the 
whole trade area, and it has to become a greater priority of this 
Administration. 

• If I can lust use a specific example, Keystone Steel and Wire in 
Peoria makes nails. The nails go into Canada; Canada charges us 
50 cents per hundred-weight. They come from Canada to the 
United States, and we charge Canada five cents per hundred- 
weight. 

^ Now, I am basically a free trader. But I have to say I had a hard 
time defending that policy to workers in Peoria. And it seems to 
me if it is five cents on one side, it ought to be five cents on the 
other, if it is 50 cents on one side, it ought to be 50 cents on the 
other. 

Does that strike you as unreasonable? 

Secretary Brock. No. And I do not disagree with you on the need 
for some centrist approach. Let me make two points. One, with 
regard to the specific instance of Canada, we are negotiating with 
the consent of the Congress, a free trade agreement with Canada 
, that would eliminate the tariff both ways, which would create jobs 
on both sides of the border and make us more competitive with 
other countries in the rest of the world. That is a very good thing 
to be doing. It would be good for Peoria, it would be good for every- 
body. 

So I think in that instance, we would respond to your particular 
question. But more fundamentally. Senator, having held that trade 

i'ob, I want to just point out to you that it is almost impossible to 
lave precisely the same rate of tariff in this country as every other 
country has. We would have to have a different rate of tariff for 
every item, for every country. And we would have economic chaos 
in the world. 

What we have done over the years, starting back with John Ken- 
nedy, in the Kennedy Round, was to try and negotiate reductions 
of all tariffs on a regular basis. But what we t \ was we would go 
to those negotiators and we would say, "This id important to us." 
In those years, it was agriculture. Other countries would say some- 
thing else was important to them. And so we would give up some- 
thing in order to get something where it was important to us. And 
that is why you get this differences in tariff rates between two 
countries that are essentially equivalent, like the United States 
and Canada, in their basic economic mix. 

It is very difficult to come up with any answer to that that would 
require us to have the same rate for every commodity by country. I 
do not know how you would do it, to be honest with you. 

Senator Simon. I understand. And I would just urge you to con- 
tinue your interest in this field and try and help achieve some 
greater balance. I think clearly greater balance is needed. 

Secretary Brock. I will try to do that. Thank you. 

Senator Simon. I thank you, Mr. Secretary. 

Thank you, Mr. Chairman. 
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The Chairman. Thank you, Senator Simon. 
Senator Stafford? 

Senator Stafford. Thank you, Mr. Chairman. I will yield for just 
a' minute to my friend. Senator Cochran. 

Senator Cochran. Thank you very much, Mr. Chairman. 

Let me just say that I will join others in welcoming Secretary 
Brock to the hearing today. I compliment him on the excellent job 
he has done as our Secretary of Labor. I think he has provided 
strong leadership in helping to solve the problems we face with the 
new technologies and the other difficulties that face workers being 
displaced and compliment you on the new program that you have 
announced today. 

Secretary Brock. Thank you. Senator. 

Senator Cochran. Mr. Chairman, I have a statement regarding 
the disparity that exists among regions of the country and the diffi- 
culties that the Deep South faces at this particular time in tr3dng 
to provide jobs for a growing labor market, and how this differs 
from some areas such as Virginia, where there is an unemploy- 
ment rate about one half of what it is in my State, and they do not 
have enough workers to do the jobs that are becoming available. 

Mr. Chairman, I would like to ask unanimous consent to include 
that statement and a copy of an article that appeared in the Wash- 
ington Business section of the Washington Post yesterday, an Asso- 
ciated Press story, describing this situation. 

The Chairman. We will be glad to include that as a part of the 
record. 

Senator Cochran. I thank the Chairman very much, and I thank 
the distinguished gentleman from Vermont. 

[The prepared statement of Senator Cochran and the article re- 
ferred to follows:] 
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STATEMENT CF SEmm TKAO COCHRAN 

"National Employment Goals" 
January 13/ 1987 



An interesting aspect of the challenge we face of providing jobs 
for America's labor force is the disparity in the number and the 

QUALITY OF JOBS AMONG THE VARIOUS REGIONS OF THE COUNTRY. In THE DEEP 

south/ for example/ there are areas of chronic and very high 
unemployment at a time when hundreds of thousands of jobs are being 
created elsewhere. 

The depressed conditions in the oil and gas industry and in 
agriculture are often cited as reasons for my state's unemployment 
rate/ which is over 10 percent. but/ there is another reason. too 
many absentee plant owners have found more attractive wage scales in 

DEVELOPING COUNTRIES/ SUCH AS THE PHILLIPP INES/ KOREA/ TAIWAN/ AND 
MEXICO. WE ARE LOSING JOBS IN MISSISSIPPI BECAUSE PLANTS ARE CLOSING 
AND THE MINIMUM WAGE JOB IS GOING OVER SEAS TO THOSE WHO ARE WILLING TO 
WORK FOR LESS. 
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V Another Southern state has a different kind of problem. !n 
virginia/ the rate of unemployment is about 5 percent. there is a fear 
that there will not be enough young workers in this statt to do the 
jobs that will be available for them over the next several years. 

i invite the attention of my colleagues to an associated press 
article which was carried in the business section of the washington 
Post yesterday, January 12/ 1987. 
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Assodateil Press 

BLACKSBURCYa: ' 

The United States is facing the - 
beginning of a youth*Iabor.' 
shortage that is likely to raise. : 
the pay for undesirable jobs and cut 
enrollment at some of the nation's | 
colleges and universities, a Yir^uia : 
Tech instructor says. ^ . j 
Dam'el Vcgler, associate profes*^^ 
sor of education, said fewer itoA 3 
million teen-agers' will graduate 
from U.S. high schools next year, 
and about half of those will go io a ' 
post-secondary school Labor De^ 
partment statistics show that the 
United States gains about 1,5 rail- ..• 
lion jobs a year, he said. • . 

Women hold neariy half the'jobs 
in the United States, Vogler said. . 
And enough time has passed since 
the retirement age was raised lor 
older Americans ^9iho want to woric 
to be absorbed into the work force, . 
he said. " .} 

•TVe're going to experience a la^ 
bopforce shortage that couM have 
several impEcations," said VogkMr, 
coordinator of graduate programs 
in adnunistration and education ser- 



;viccs. •Wages-Win go up. Btrtinie^s' , 
and industry will be coropetkig with 
colleges for the same IS-year-olds. 
Unless coHegea do sometlung, the 
percentage of students they attract 
' will go down," 

The decKne in 18-year-oIds will 
last for about d^t years, ontn stu- 
:dents now in the fourth and fifth 
gradei graduate, he said. .Those 
classes are larger than the ones . 
preceding them, said Vogler, who 
has conducted workshops for school . 
administrator hi Geor^ Mkhigan 
and New York. 

, Roy Pearson, director of the' b1^ 
reau of business researd) at^the 
College <tf WiBim and ^Aanyrsaid 
the (&op in.hi^ school graduates 
may coincide with an increase in * 
productivity that eculd help coun-, 
teract a youth labor shortage; Few-^' 
er people will be e&teihSg the work-.« 
force, he saM^ Ijat bosbesses will' 
have.^i; greater p(^rpentage:.of,. 
skOIed, expefieiiced ein^loyes, * f 
. Wth rtu^'t, 5 pttt6nt tinem-» 
pfoymtot hit^ >^ginia'hA8 been bet^ ' 
let. off than i^my^^tfat«^•and might 
fe^ more^of a pitidl^' fifom a vboth 
^dr sboitage> Pearson nid. But the*' 



\ ^ttrB(|i'^'^li^'<{^lin$ichrtan^ 31 
^ ber of young people entering the job 
nisrket'is being felt in Williams- ^ 

. - t^'Ii^il.^ i 'burg, where the tourist industry has § 

hjsttm^ jhreWh^ ty »fate s efc^ -eptne trouble filling seasonal | 
pl^ncnt growth win sk^ Some businesses are hiring i 

nerttwoyears,he»d. / more fuU-^e people andoWer le^t § 

JTurgmia has roogily 2.5 niiffion jdents as a^stSuTsaid; S • 

wealthwinMinaboiit60!0OOiobiL ^ 7^^?^ 9*^"^ ^^^^ 

the.problem with migrant worktxs, i 

'he said, while Jjpan created pait- 

.nerships between business and ed- 

location. ' 
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wealth win gain about 60,000 jobs. 
.Last^spring, 63,113 Ytrglnians 

graduated from pioUtc hig^i sdtoob, / 

according' to the t^it Department 

of Education. QE^ctals did not have . 

.figures on private' adibol graduates. ^ 
Dean Grifiid,' director of legida- 

tion for the AmeHcan Voc^tkmal 

Association, safd -tiie 'youth job 
'shortage win be 1^ more ^ some' 
^ areas than otberk... Witb l^d de-^^ 

ptessed 'ofl industry keei^ J uneni- • 
iptoyment rates higib in Texas and. . 

t louidailaf, for ed(atatpte» a dedining ' The , declining number of hl^ 
I mmibtir'orhighi'^i4io<^ graduates ;i(^iool graduates offtfs the United 
l8bou]dik)t'beapir(^)ldfa,he8akL- 'States an opportututy to hnprove the.. 
|;4''This'al80';ha:ltDp8oiti^ for. economic conditions of blacks and^ 
{ nation^ oempeti&oifo" 6n&i7»akL ' otheir minorities, Yogler said. The 
;.!'There ia a tendeocy fof ;6$uA<Hea/ "unemi^oyment nte among blade ur- 
1 16 k)ok; t6« oth6^^coantr(ei''wben^^>ban jfouth is four times the natkmal- 
I ihef' .Vff .$itaiAsh&g< .phhet. ^tt, 1 avenge,lie said, but schoob ar^'go« 
j there's, M^coatiAai^ ihortage -of • 'ling to have to provide the kind of 
{Vrorkeril}ere.fibrms.aregoh)gtogo'^ that win make these 

|t66theroDtoiW^ /.:}^iJl;^'J ^oungst^ Y 'j." 



• Yogler believes the United 
States is likely to take Japanese 
route. Businesses win offer educa- 
tional incentives to attract good 
young eippbyes, he said. That 
keep post-secondary enronments up' 
kad ensure 'that .businesses get^; 
workers increasing competency. 
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The Chairman. Before the Senator leaves, I would indicate that 
even though we come out in those disparities as a region of the 
country doing quite well, we are not immune. Yesterday we found 
the announcement of the loss of 2000 industrial workers just north 
of Boston, in Lynn, Massachusetts. For the most part, these are ad- 
vanced workers having a high degree of training and skills. Addi- 
tionally, we are feeling this tightening in terms of employment 
even in some of those areas which are considered more prosperous. 

But I thank the Senator from Mississippi and appreciate his 
presence here. 

The Senator from Vermont. 

Senator Stafford. Mr. Chairman, I thank you, and I join in wel- 
coming the Secretary of Labor here. I recall in the not-too-distant 
past that we were seatmates in the United States Senate, and we 
miss you from another activity that you and I have eiyoyed over on 
the Chesapeake Bav. 

Generally, I think you are doing a very good job, Mr. Secretary. I 
listened to part of your statement which I was able to arrive in 
time to hear, and I nave read the rest of it in the meantime. I had 
not intended to get into the issue of education, or vocational educa- 
tion, until it camevup this morning. I will say that the Director of 
the Office of Management and Budget was not able to defend the 
proposals for the educational budget very well himself, in the opin- 
ion of a lot of people, the other day. 

And looking at the challenge of the year 2000, I am reminded 
that for somebody 73 yeara old and t^iose of that era, just getting 
there is a considerable challenge. 

On page 6 of your statement, at one point you say that, "Job cre- 
ation will continue to predominate in the seivice sector. The 
Bureau of Labor Statistics estimates that 90 percent of the new 
jobs created will be in the service sector." 

And then, on the same page, tv;o paragraphs later, you say that, 
"New jobs in the economy will strongly favor the most educated 
sector of the labor force." 

I have just a little difficulty in reconciling those two thoughts, 
since jobs created in the service sector usually are not anywhere 
near as high-paying, or do they demand the skill, it is my impres- 
sion, as do other jobs. So I have a little trouble, and maybe you 
could explain it, reconciling a vast increase in service entry-tji>e 
jobs and the statement that the new jobs will favor the most edu- 
cated sector of the labor force. 

Secretary Brock. Senator, there are a couple of answers to the 
question. First, in very broad terms, service industry pay has gone 
up much faster than pay in other areas— almost 50 percent faster. 
So that old disparity that used to exist is less and less, valid. You 
still have low-paying industries— textiles, shoes, for example — you 
still have low-paying areas of the service industry, like retail trade. 

But the m^gority of the new jobs that are being created— in the 
last year there were virtually no new jobs created in fast-foods— I 
am sorry, in the last monthly statement that we came out with. 
The increases were all in accounting, real estate, banking, and 
those are pretty high-skilled jobs and h)§her-paying jobs. 

We have had a very large increase m the low-wage area, fast- 
foods, for example. But it is my belief that we may have pretty well 
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run the string on the surge, that degree of surge, anyway, and the 
future jobs that we see coming are jobs that are going to require a 
higher level of skill, a higher level of cognitive skill, particularly, 
and will effectuate a higher level of remuneration as well. 

Senator Stafford. Thank you very much. 

Thank you, Mr. Chairman. 

The Chairman. Thank you very much. 

Senator Harkin? 

Senator Harkin. Thank youj Mr. Chairman. 

Mr. Secretary, we have not had the opportunity to meet before, 
we have never met before, and I just wondered what your concept 
is of the rights of people to have employment. Is the right to a 
decent job, the right to housing, and the right to shelter and food, 
are those basic, fundamental human rights? 

I just want to know where you are coming from. 

Secretary Brock. You have a right to seek those things. I do not 
think you have a right to demand they be provided. 

Senator Harkin. In other words, it is not a basic, fundamental 
human right that people ought to be provided a decent and nutri- 
tional diet. It is just their right to seek that, that is all. 

In other words, society should not have anything to do with pro- 
viding those things. 

Secretary Brock. I think society has a number of obligations that 
do not go to rights; I think there are obligations. But I do not recall 
anything in the Constitution about the right to a job. 

Senator Harkin. I am sorry? 

Secretary Brock. I do not recall the Constitution establishing a 
right to a job. 

Senator Harkin. I am saying it is not in the Constitution. I am 
just asking what your own concept of it is. 

Secreta^ Brock. I think we as a society have an obligation to 
provide the maximum opportunity that we can to our citizens, and 
that requires us to deal with issues ranging from jobs to health to 
nutrition, education, all of those. Ihose are things that we have to 
offer as best we can, within the constraints that we have. 

Senator Harkin. I guess when you say it is just the people's right 
to "seek" those things, well, then, I think it is the government's 
responsibility to ensure that they have the avenues open to receive 
those. It is all right to tell someone that they have the right to seek 
a job, but if they do not have the basic educational skills, if they do 
not have the training, if they do not have the nutritional support 
that they need when they are young, or perhaps even before they 
are bom, what good does it do to say they have the right to seek a 
job? That does not make any sense. 

Secretary Brock. We are not in disagreement so far. 

Senator- Harkin. OK. I just wanted to Icnow where you were 
coming from. 

Secretary Brock. OK. 

Senator Harkin. I want to shift just a little bit. We have talked 
about the tjrpe of work, we have talked about wages. I have not 
heard much talk about what is happening to the minorities. I see 
all the people that iare coming before the Committee today, talking 
about the biggest loss has been among white workers entering the 
workplace and takir ^ these low-wage jobs, but not much has been 
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said about the minorities and the blacks, who were at the bottom 
when it started and who were pushed even further to the bottom, 
because of the interests of these low-wage jobs. I have not heard 
anybody even talk about that. 

My main point that I want to make is just this. There is a lot of 
talk about the type of work, a lot of talk about the wages. I have 
not heard anyone talk about the length of work yet, the length of 
work. 

In the olden times, it was common for people to work ll» to 18 
hours a day, seven days a week, all year long. Then the Industrial 
Revolution C£ime along, and we found we could do those jobs in a 
shorter period of time. In agriculture, the advent machinery over 
horses shortened the workday for the farmers; the same in the in- 
dustrial workplace. 

So 50 years ago, this country passed the 40-hour work law, 'and it 
has been part of our system now for 50 years, the 40-hour \V[ork 
week. But I do not know where it is written in stone that we have 
to abide by that forever and ever. 

We have made great advances since that time, in all areas, to the 
pjoint now where a lot of work can be done in a very short period of 
time. Isn't that what the computer revolution was all about, to give 
people more leisure time? 

I guess what I want to ask you is, isn't it time that we look at 
the 40-hour work week and say that it is indeed obsolete, that per- 
haps we ought to move to a 32- or a 35-hour work week? Would 
that be something that you might want to contemplate? 

Secretary Brock. Not in the least. 

Senator Harkin. Why not? 

Secretary Brock. Well, for two or three reasons. First of all, if 
you ask the American people do they like their work hours, would 
they like what they have got, more, or less, the overwhelming ma- 
jority like what they have got. The majority of those who do not 
like what they have got want more, not less. 

The average work week in this country is 40.9 hours today, 
which in effect says we are producing about—well, to put it a dif- 
ferent wajr, we have people working part-time; there are about 14 
million of them. Of those, two-thirds are doing it by choice; one- 
third would like to work more hours, but they just do not have the 
opportunity. They probably are people who have been displaced be- 
cause of some change 

Senator Harkin. Yes, yes. They want to work just because they 
want to work. 

Secretary Brock. Yes. But I remember going over to a conference 
in Europe— well, I have done it quite a bit in the last five or six 
years—first^ as Trade Representative, and more recently in this re- 
sponsibility. And I remember having a discussion about the 35-hour 
week in Germany, and they were discussing it in a couple of the 
Scandinavian countries— some of the politicians were, anyway. And 
the reason they were talking about a 35-hour week or even a 30- 
hour week was that they said, "We will never solve our unemploy- 
ment problem; therefore, we ought to share the misery." And I 
thought that was just strange, because it seems to me that, or at 
least in my conversations, I said if you are going to allow people to 
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work only 35 hours, are you going to pay them for 40, or are you 

just going to pay them for 35, which would mean 

Senator Harkin. By the way, read the history of the 40-hour 
work week. That was the same argument that was used in those 
days, too. 

Secretary Brock. I am not making an argument. I am just 
asking the question. 

Senator Harkin. That is spurious. It is spurious. Of course, you 
pay them a living wage. You Keep the same kind of system that we 
have in place. 

Secretary Brock. I see. And then, if more Japanese cars come in, 
we have to provide more protection, which means that we fur- 
ther 

Senator Harkin. Oh, I see what you are getting at now. 

Senator Brock. We are part of a global economy. Senator. We 
are not part of some closed society, here. We are part of a world. 

Senator Harkin. I see. Labor is an item of commerce to be bid 
down to its lowest common denominator. 

Secretary Brock. Now, come on. Do not make statements for my 
behalf. I will not make them for yours. 

Senator Harkin. Well, it seems like that is just what you are 
saying. 

Secretary Brock. No, it is not. 

Senator Harkin. You see, I do not think labor is an item of com- 
merce to be bid down. 
Secretary Brock. Well, good. 

Senator Harkin* There is always some poor S.O.B. someplace in 
the world who is more hungry, who needs a little bit more subsist- 
ence, who is willing to work for less than somebody else. There is 
always that individual out there. If you want to, \ou can bid labor 
dovm to nothing, because there is somebody who is hungry, who is 
a little bit worse-off than you are, who is willing to work for less 
than you are. You can take that right down to nothing. 

Secretary Brock. Has anybody suggested that recently here? 

Senator Harkin. Well, you are saying that we cannot pay people 
the same living wage we have now for 35 hours a week, and I am 
saying I think we can, if we want to. And I further believe that 
what we could do is to take that one day that people are not work- 
ing on their jobs, if we have a 32-hour work week, and have one 
day of an education day per week, where the private sector along 
with government join together to provide for that individual on 
that one day that they are not working on the job, to provide one 
day of education for that person- -whatever field. It may be educa- 
tion at local community colleges; it may be vocational education; it 
may be what Senator Simon has proposed in his book, where they 
go out and tutor other people, but it is geared towards education — 
one day a week of education in this country, rather than working 
in the workplace. 

In reading the history of the 40-hour work week when it came up 
so many years ago, the same arguments are being made today why 
people cannot work less, the same kinds of arguments. 

Secretary Brock. Oh, they can work less, as long as they earn 
less. 

Senator Harkin. I beg your pardon? 
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Secretary Brock. They have an absolute right to work less if 
they want to, an absolute right. 

Senator Harkin. Well, people can work more, too. They can 
work more than 40 hours. A lot of people work more than a 40- 
hour work week; sure they can. 

Secretary Brock. That is right. 

Senator Harkin. But the standard, the standard is a 40-hour 
work week. 

Secretary Brock. Why should we tell them they cannot work 
more? 

Senator Harkin. People can work more if they want to. And you 
are talking about all these people with part-time jobs that want to 
work more. I tend to think if they made a decent wage, that they 
might want a little bit more leisure time, a little bit more time to 
themselves and their families, and to do other things, rather than 
just put their noses to the grindstone for 60 hours a week. 

Secretary Brock. Senator, if you would ask them, you would not 
get that answer, because we have. 

Senator Harkin. I do not believe that. I have asked them. I come 
from that area. Now, people do like to work, and people want to 
work, but they want to get paid for what they do. And the people 
that want to work more in our society simply want to do it because 
they are not making enough to provide for their families in our so- 
ciety. That is why they want to work more— not just for the sheer 
joy of it. 

So I really think we ought to take a look at the length of the 
workday and think about taking one day off a week and using it 
for education, and break down these old myths that we have, that 
somehow, 40 hours a week is just written in stone, and we have to 
abide by it. 

Thank you, Mr. Chairman. 

The Chairman. Thank you very much. 

We will move on, but in listening to your exchange with Senator 
Harkin in terms of whether it is a right, or just a right to pursue 
the opportunity, I think the right to pursue an opportunity be- 
comes kind of a false promise to many in our society, if the schools 
in those^ neighborhoods are chaotic, if there is virtually no employ- 
ment, if the housing is completely inferior and dilapidated, and 
little health care is available, or at costs which are unreasonable, 
then it becomes kind of a hollow promise. 

Secretary Brock. Mr. Chairman, I agree with you, but I think it 
would be remiss if I did not point out that that is precisely what I 
am trying to address with the proposals that I have " Made to you. I 
have proposed that we go into the AFDC youth areas with sj-ocial 
programs. I have proposed that we come in with a substantial in- 
crease in training. 

The Chairman. Good. Just a couple of points to wrap up. I men- 
tioned the 2,000 layoff in the General Electric plant, with highly- 
skilled individuals, in a part of our country where we are now at 
about 3.6 percent unemployment. These are older workers, skilled 
workers, and this is just in one part; up in Pittsfield, Massachu- 
setts, a similar case. I would just be interested to see whether those 
kinds of programs that you are talking about really relate to these 
kinds of individuals. I will not take the time of the hearing, but I 
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would like to talk with you at greater detail on this type of prob- 
lem. 

Secondly, we did not get into the question of the worker loan pro- 
gram, and I am hopeful that we will have that opportunity, and I 
will submit questions on that issue, whether we can use the knowl- 
edge and understanding that we have had on the student loan pro- 
gram and translate that into some opportunities for workers to be 
able to develop the kinds of skills and training to then be able to 
move on into other kinds of job opportunities and repay this. 

Another item is in the daycare area, which is absolutely a key 
element in terms of, I think, employment in our society. As you 
mentioned, it is key in terms of the second member of the family 
working, and as we put a value in terms of our system on the 
family. You were ako talking about stress and tension, enormous 
stress and tension, on any kind of family with the denial of day- 
care. You know the statistics where people go out and work and 
still are paying for daycare, and the margin that they take home in 
terms of their own needs is frighteningly low. 

We have got to come to grips with that, hopefully, in the very 
near future, and we are going to be interested in finding out what 
can be achieved. 

Finally, Mr. Secretary, I did not quite press you about the in- 
crease in the minimum wage. I will take note of that. I would 
rather have what might be considered an equivocal answer rather 
than one with which I might not agree, in terms of the rise of the 
minimum wage. So I will just let you know that we will have a 
chanr^e to revisit that, I am sure, during the course of this Session. 

Secretary Brock. Good. Thank you. 

The Chaikman. If there are no further questions, I want to 
thank you. 

Any of the other membera who would like to submit questions to 
you, we will make those a part of the record. We are going to keep 
the record open in terms of these hearings for the next two weeks, 
until the February 6th recess, so that people can ask questions, and 
we will get responses by that time. 

Secretary Buock. I will be delighted to respond, and 1 thank you 
for your time. I am glad to be with you. 

The Chaiicmak. Thank you very much. 

We are delighted to have our coUeag'ie and friend, Senator 
Sicion, who will make a presentation to our Full Committee. He is 
tb« ar/,hor of a book on employment, and has been concerned not 
only with the issues of emplojonent, but issues related thereto. 

We welcome you here to the Committee. You are obviously 
among friepcls. 

We will have order, please. We will ask our guests if they would 
be kind enough to be seated and move quietly. 
[Pause.] 

The Chairman. We will be seated, please. The Senator is entitled 
t^" be heard. We ask nicely, and then we insist on it. 
Senator Simon? 
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STATEMENT OF HON. PAUL SIMON, A U.S. SENATOR FROM THE 
STATE OF ILLINOIS 

Senator Simon.J thank you, Mr. Chairman. 

I do not think I have ever been a witness before our Committee 
before, but let me just briefly describe the problem of unemploy- 
ment as I see it and what we ought to' be doing about it. 

The new word is "competitive.'' The Commission appointed by 
President Reagan and headed by John Young, said, "Our ability to 
compete is'eroding." There is no question about it. And we have a 
human tragedy. 

You heard figures about more people working, but the reality is 
last year, unemployment in this country was 7 percent. That 
means by" the time you count the discouraged worker, that is 10 
million people out of work, two-thirds of them out of work more 
than five weeks. One percent unemployment loss— the figures 
vary— but the loss to the budget is $25 to $38 billion.,! have just 
put, arbitrarily, the figure of $35 billion. 

You have in addition a growing, potentially explosive situation, 
that I do not think we are aware of right now. The difference be- 
tween the top 10 percent in our population income and the bottom 
10 percent is now 14-to-l, higher than any Western democracy 
other than France, and it is growing. The disparity in West Germa- 
ny is 5-to-l; the disparity in Japan, less than 5-to-l. 

The Chicago Tribune wrote recently, "Politicians, black and 
white, generally have been too timid to face the problem of the un- 
derclass or even to recognize it publicly." I hate to say it, but I 
think they are right. 

One of the things that is also happening is that the poor are 
moving into our cities more and more. We are using our cities to 
warehouse the poor. Now the question is what should we do. 

First, I think basically, we have to get hold of fiscal policy and 
get our budget moved more toward balance. We have to stress edu- 
cation, and we have to get hold of trade policy. We have talked 
about two of those three this morning. 

My belief is the next great step forward we are going to take as a 
nation is to guarantee a job opportunity to every American, and we 
can do it. 

What are the unemployment rates in other countries? Switzer- 
land, for example, has an unemployment rate of less than one per- 
cent; Japan, 2.6 percent; Italy, 5.6 percent. You can. go on and on. 
The Soviet Union and China— and I recognize I do not like their 
system—but one of the things I find, and I have been dealing with 
the Soviets a great deal, trying to get people out, but when I talk 
about human rights, one of the things they talk about is the unem- 
ployment that we tolerate in our countrj'. And let us face it, maybe 
they are right in that criticism. 

The question we face is, if the Soviet system and the Chinese 
system can guarantee a job opportunity to everyone, can a free 
system do it? My answer is: Absolutely. 

You have two trend lines, and I do not think these trend lines 
are going to change. One trend line is the demand for unskilled 
labor is going down, and the second trend line is the pool of un- 
skilled labor is going up. 
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That means something we have not faced up to, that unemploy- 
ment is a permanent part of our society today. We are still living 
under the myth that just around the comer, the private sector is 
going to provide enough jobs. I wish that could be the case. 

I used to be in business. But I think, since we are not going to let 
people starve, we now face the choice of paying people for being 
productive or paying people for being non-productive. And I think 
it makes infinitely more sense to pay them for being productive. 

So the end of this month or early next month, I axn going to be 
introducing a Guaranteed Job Opportunity Program. It would be 
for those who are out of work five weeks or more, and it would not 
simply cover those who are on welfare. 

Right now—you mentioned that GE plant in Pittsfield, Massa- 
chusetts. Right now, when those people run out of unemployment 
compensation, they have to become paupers before we help tnem. I 
think somebody who works in a GrE plant or a coal mine, or a 
farmer in Iowa or a miner in Vermont, once you are out of work 
and out of resources, there ought to be some kind of basic opportu- 
nity that we give you so you do not have to become a pauper. 

So my program will suggest that we would give the nighest of 
one of tnese three: 32 hours at the minimum wage, which is $107 a 
week, or $464 a month— and incidentally, that is higher—and this 
is one of the myths that is out there — that is higher than the aver- 
age welfare payment in all but three States — or, 10 percent above 
what you would get ozk welfare; or, 10 percent above what you 
would get on unemployment compensation. 

You would be required to continue to try and seek a job in the 
private sector. Unlike CETA, it would be project oriented. 

What would people do? First of all, one of the phrases I do not 
want to hear is "dead-«nd iobs". "Dead-end jote" is a phrase used 
by white<ollar workers to denigrate people who do very productive 
things. Some people would say sweeping up this room is a dead-end 
job. Let me tell yo'z, the person who sweeps up this room does more 
maybe in a constructive way than a lot of people in these white- 
collar jobs who talk about dead-end jobs. 

Literacy. There are 23 million functionally-illiterate Americans. I 
was in Peoria the other night, at a call-in program. A man called 
in who was a college graduate on welfare. Why don't we take him 
and put him to work, teaching people who do not know how to read 
and write? 

We have parks th'^^t need help, landscaping, daycare centers; 
graffiti can be removed from subways; tree planting. I have not 
Been in a community yet that does not neei sidewalks repaired. 
There are all kinds of things. And there would be screening. 

We talked, when Secretary Brock was here, about the need— and 
Senator Harkin talked about it— tno need for improving education. 
Part of this program, if you apply for these jobs, and you do not 
know how to read and write, we are going to get you into a pro- 
gram where you learn that. If you have a third grade reading level, 
let us upgrade it. If you do not have a marketable skill, let us give 
you one. 

Now, inevitably the question is what is it going to cost. First of 
all, I would say you have to face the question of what does it cost 
not to do it, because the cost in human tragedy— and you men- 
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tioned my book, and I thank you for that plug, Mr. Chairman—in 
that book, I interviewed 28 people who were willing to talk for the 
record about their unemplosmient. And as you start talking to 
them, all of a sudden, you see that tragedy. 
Here is a man, 53 years old, in Hanover Park, a suburb of Chica- 

f:o, whose daughter is threatening to commit suicide because of the 
iamily situation. 

Here is Willie Morris, in Chicago, the oldest of five children, all 
limning with their mother. He told me, "My mother does not know 
this, out . last week I did not eat two days because I did not want to 
take away from my younger brothers and sister." 

That should not happen in this country. That is part of the cost. 
But the cost in doUara is $8 billion a year at the outeide. 

Now, that sounds like a lot of money, and I recognize in this day 
and age it is a lot of money. But before coming here, I came from 
Secretary Weinberger testifying before the Budget Committee. The 
increase in the budget requested over what we are appropriating 
with the^ reductions we have made on defense is $32 billion. What I 
am talking about is one-fourth of the increase that we are being 
requested m defense, to guarantee every American a job. 

The Chairman. One less aircraft carrier. 

Senator Simon. Exactly. One less aircraft carrier. 

Senator Stafford. Would the gentleman yield once again? 

Senator Simon. Yes. 

Senator Stafford. It occurs to me that the increase we have re- 
quested in the defense budget of that figure is more than double 
the entire proposal of the Administration for educational programs 
of any type in fiscal year 1988. 

Senator Simon. You are absolutely correct. 

The Chairman. You can have some more time. Senator Stafford, 
if you wish. [Laughter.] 

Senator Simon. I know it still sounds like pie-in-the-sky to a lot 
of people to guarantee a job opportunity to every American. But it 
can happen, and let me just quote from the Bishops' statement on 
the economy, just two sentences: "Achieving the goal of full em- 
ployment may require m^or acb'ustments in creative strategies 
that go beyond the limits of existing policies and institutions, but it 
is a task we must undertake. We recommend that the nation make 
a mtyor new commitment to achieve full employment." 

I think the Bishops are right. Who benefits from this? Obviously, 
the unemployed do. They are not going to get rich at $107 a week, 
$464 a month. But they are lifted a little bit. 

Business benefits, one of the mf^jor beneficiaries. You can look at 
any business, what they pay in unemployment compensation today, 
and wth that added suwje that would help. Labor benefits— you 
are going to have a lot of labor supervisory jobs, you are going to 
have that added income and help to the economy. Plus you help 
productivity in this country. We are all talking about it. You up- 
grade the skills of our most basic resource. 

We just had a report three weeks ago from the National Acade- 
my of Sciences on teenage pregnancies. One of the things that hit 
me as you look at areas with nigh unemployment, inevitably you 
have high teenage pregnancy. There is a tendency on the part of 
many whites to view teenage pregnancies as a black phenomenon. 
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When you look— and I did specifically in the State of Illinois— 
when you look county by county^t the unemployment rates, every 
county, without exception, with a high unemployment rate, wheth- 
er it is white or heavily black, has a high teenage pregnancy rate, 
and the v/hole area of crime. 

Finally let me just add one observation. I have been in this politi- 
cal arena some years, and it is my observation that the great divi- 
sion in our society is not between black and white, not between 
Hispanic and Anglo, not between rich and poor; the great division 
is bietween people who have hope ahd people who have given up. 
And we have too many people in our society who have just given 
up. We ought to give them the spark of hope. The two things that 
give them that spark of hope are, number one, a job, or number 
two, seeing themselves move ahead educationally or seeing their 
children do it. And I hope we recognize this problem of unemploy- 
ment is not simply like the weather. 

I guess finally, Mr. Chairman, there are two myths out there. 
One is unemployment is like the weather, and there is nothing you 
can do about it. The second myth is that anyone who really wants 
a job can get a job. Tliey are both wrong, and we have got" to deal 
with both of them. 

I would be happy to answer any questions. 

[The prepared statement of Senator Simon wit' . achments 
follow:] 



I 



51 



TESTIMONY OP SENATOR PAUL SIMON 
BEFORE THE COMMITTEE ON LABOR AND HUMAN RESOURCES 
JANUARY 13, 1987 
NATIONAL GOALS IN EKPLOYMENT 

GOOD MORNING MR. CHAIRMAN AND MY COLLEAGUES ON THE 
COMMITTEE ON LABOR AND HUMAN RESOURCES. I AM PLEASED TO JOIN 
YOU AND THE DISTINGUISHED SECRETARY OF LABOR, BILL BROCK, AS WE 
EXPLORE ONE OF THE MOST IMPORTANT ISSUES FACING THE NATION THAT 
COMES WITHIN THE JURISDICTION OF THIS COMMITTEE. 

I WANT TO BEGIN BY COMMENDING SECRETARY BROCK FOR HIS 
THOUGHTFUL LEADERSHIP IN THIS AREA AND FOR HIS DEMONSTRATED 
COMMITMENT TO EXPANDING EMPLOYMENT OPPORTUNITIES FOR ALL 
AMERICANS. WHILE I HAVE SERIOUS DISAGREEMENTS WITH A NUMBER OF 
AREAS IN THE PRESIDENT'S FY 1988 BUDGET, SECRETARY BROCK IS TO BE 
CONGRATULATED FOR 'WINNING THE BUDGET WAR' AT 0MB AND BRINGING TO 
US A BUDGET OF WHICH THE NATION AND THE MEMBERS OF THIS COMMITTEE 
CAN BE PROUD. ALTHOUGH I HAVE NOT COMPLETED A FULL EXAMINATION OF 
THE PROPOSALS IN THE EMPLOYMENT AND TRAINING AREA, MY PRELIMINARY 
VIEW IS THAT WE ARE MOVING IN THE RIGHT DIRECTION. 

THERE IS, HOWEVER, A LONCSR TERM EMPLOYMENT PROBLEM THAN 
JUST THIS YEAR»S OR NEXT YEAR»S BUDGET. ETCHED IN THE WALLS ON 
THE HOUSE SIDE OF THE CAPITOL ARE WORDS WHICH DESCRIBE WHAT 
MADE THIS NATION GREAT. "LABOR IS DISCOVERED TO BE THE GRAND 
CONQUEROR; ENRICHING AND BUILDING UP NATIONS MORE SURELY THAN 
THE PROUDEST BATTLES." 



ERLC 



55 



52 



2 

THE PROBLEM 

UNEMPLOYMENT WILL NOT DISAPPEAR BY WISHING IT AWAY, Bf A 
POLICY OF DRIFT AND HOPE, BY MAKING PIOUS SPEECHES ABOUT IT. 
DOING A POLITICALLY SAFE BALLET DAHCS AROUND THE ISSUE WILL NOT 
SOLVE IT, WE NEED TO MARCH ON THE PROBLEM BECAUSE A MASSIVE 
WASTE OF HUMANITY IS TAKING PLACE EACH DAY, AND THAT WASTE IS 
SLOWLY BUT CERTAINLY ERODING OUR ECONOMIC FUTURE, 

THE NATION HEARD EDITORIAL CHEERS WHEN THE UNEMPLOYMENT 
RATE DROPPED TO 7,2 PERCENT FOR 1985, BUT BETWEEN THE GREAT 
DEPRESSION AND 1980 THERE WERE ONLY TWO YEARS (1975 AND 1976) 
WHEN THE UNEMPLOYMENT RATE WAS THAT HIGH. ALTHOUGH THERE HAS 
BEEN SOME MONTH -TO-MONTH VARIATION IN JOBLESSNESS, THE OVERALL 
UNEMPLOYMENT RATE HAS INCREASED BY MORE THAN ONE PERCENTAGE 
POINT EACH DECADE SINCE 1950. OUR COLLEAGUE SENATOR DANIEL P. 
MOYNIHAN HAS ACCURATELY NOTED, "RATES OF UNEMPLOYMENT THAT WERE 
THOUGHT INTOLERABLE IN THE EARLY 1960s ARE THOUGHT UNATTAINABLE 
IN THE 1980s." 

UNDER THE LEADERSHIP OF PRESIDENT HARRY TRUMAN, CONGRESS 
PASSED THE FULL EMPLOYMENT ACT OF 1946, MAKING A COMMITMENT IN 
WORDS TO PROVIDE EMPLOYMENT OPPORTUNITIES TO ALL AMERICANS. 
TRUMAN THEN WAS WORRIED ABOUT ONE MILLION PEOPLE UNEMPLOYED. 
FORTY YEARS LATER, WITH TEN MILLION PEOPLE UNEMPLOYED, THE HOPE 
AND THE PROMISE OF THAT ACT REMAIN UNFULFILLED. 

NOTHING RESTRICTS THE FUTURE AS MUCH AS OUR FAILURE TO USE 
OUR HUMAN RESOURCES MORE FULLY. WHY HAS JAPAN MADE SUCH 
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TREMENDOUS STRIDES, MOVING FROM INCOME THAT WAS 5 PERCENT OP 
THE AVERAGE AMERICANOS INCOME IN 1950, TO 67 PERCENT IN 1984? 
JAPAN, A NATION THE SIZE OF CALIFORNIA AND HALF OUR POPULATION, 
HAS FEW NATURAL RESOURCES. YET JAPAN HAS SURPASSED MOST 
NATIONS IN ECONOMIC GROWTH THROUGH DEVELOPING IDEAS AND HUMAN 
POTENTIAL. JAPAN HAS ANNOUNCED A GOAL OF HAVING THE WORLD»S 
HIGHEST PER CAPITA INCOME BY THE YEAR 2000, AND FEW CONTEST 
THAT POSSIBILITY. 

FOR THE UNITED STATES TO FAIL TO UNDERSTAND THE NEED TO 
DEVELOP IDEAS AND HUMAN RESOURCES MUCH MORE FULLY IS NOT SIMPLY 
ECONOMIC FOLLY, NOT SIMPLY LACERATING OURSELVES WITH SELF- 
INFLICTED WOUNDS, IT IS CAUSING UNTOLD AND NEEDLESS AGONY 
ACROSS THIS GOOD AND RICH LAND. UNFORTUNATELY, MOST OF US 
DON'T SEE THE AGONY. IN THE PLAY NAMED FOR THE LEAD CHARACTER, 
ZORBA DRAWS LAUGHS WHEN HE SAYS THE OBVIOUS TO A MAN HE MEETS, 
"WE ARE STRANGERS BECAUSE WE DO NOT KNOW EACH OTHER." THE 
AGONY OF JOBLESSNESS IS A STRANGER TO MOST AMERICANS BECAUSE WE 
DO NOT KNOW IT PERSONALLY. WE MAY EXPERIENCE IT SLIGHTLY 
THROUGH SEASONAL UNEMPLOYMENT, THROUGH A TEMPORARY LAYOFF, 
THROUGH A TEMPORARY TRANSITION PERIOD OF A WEEK OR TWO FROM ONE 
JOB TO ANOTHER, BUT NOT THE HARD, REAL THING. EVEN IF WE DO 
NOT ENCOUNTER JOBLESSNESS IN ITS FULL HARSHNESS, IT TOUCHES US 
EVERY DAY IN A MULTITUDE OF WAYS. WE FACE THE INDIRECT 
SPINOFFS FROM UNEMPLOYMENT: HIGH CRIME RATES, AND TAX MONEY 
GOING FOR WELFARE, PRISONS AND UNEMPLOYMENT COMPENSATION. BUT, 
FOR MOST OF US, THE CONFRONTATION WITH UNEMPLOYMENT'S GRIMNESS 
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IS DISTANT^ INDIRECT* THE UGLY REALITIES DO NOT PENETRATE MOST 
MIDDLE-CLASS HOMES. 

UNEMPLOYMENT LEADS TO POVERTY, AND THE POVERTY STATISTICS 
ARE NOT PLEASANT. IN 1984 ONE IN EVERY SEVEN AMERICANS LIVED 
IN FAMILIES THAT FELL BELOW THE POVERTY LINE OF $10,609 FOR A 
FAMILY OF FOUR. IN 1968 THE POOREST FIFTH OF U.S. FAMILIES HAD 
91 PERCENT OF THE MONEY NEEDED FOR BASIC REQUIREMENTS, BUT 
FIFTEEN YEARS LATER THAT HAD FALLEN TO 60 PERCENT. MOST OF THE 
POOR ARE WHITK, BUT BLACKS ARE THREE TIMES AS LIKELY AS WHITES 
TO LIVE IN POVERTY; HISPANICS ARE MORE THAN TWICE AS LIKELY. 
THIRTY-FOUR PERCENT OF THOSE LIVING IN FEMALE-HEADED FAMILIES 
ARE POOR. THE ONLY GOOD NEWS IN POVERTY STATISTICS IS THAT THE 
PERCENTAGE OF ELDERLY AMERICANS LIVING IN POVERTY IS DECLINING. 
OLDER AMERICANS ARE BEING LIFTED BY SOCIAL SECURITY AND 
PROGRAMS LIKE SUPPLEMENTAL SECURITY INCOME. BUT THOSE OVER 
SIXTY-FIVE ARE ONLY 14 PERCENT OF OUR POPULATION. FOR THE NON- 
ELDERLY POOR IN OUR MIDST THE MAIN ANSWER MUST BE JOBS. 

IN ALL, WE HAVE AT LEAST TEN MILLION PEOPLE UNEMPLOYED OR 
SIGNIFICANTLY UNDEREMPLOYED (WORKING TWO DAYS OR LESS A WEEK 
WHEN THEY WANT TO WORK FULL TIME) . TEN MILLION PEOPLE IS 
ALMOST TWICE THE POPULATION OF SWITZERLAND. IF SWITZERLAND 
SUDDENLY WOULD HAVE NO EMPLOYMENT, THE U.S. GOVERNMENT WOULD 
GALVANIZE OUR RESOURCES TO HELP THE SWISS PEOPLE. LIONS CLUBS 
AND WOMEN'S CLUBS AND CHURCHES AND SYNAGOGUES WOULD VOLUNTEER 
HELP. AS TKEY SHOULD! BUT WHEN MORE THAN TWICE THE EMPLOIXBLE 
POPULATION OF SWITZERLAND IS UNEMPLOYED WITHIN OUR OWN BORDERS, 
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WE HAVE YET TO MAKE IT A MATTER OF MAJOR NATIONAL CONCERN. IT 
IS NOT A HIGH PRIORITY FOR US. ONE-THIRD OF THAT TEN MILLION 
NUMBER FORTUNATELY ARE UNEMPLOYED FOR LESS THAN THIRTY DAYS, 
BUT THE AVERAGE LENGTH OF UNEMPLOYMENT HAD GROWN TO MORE THka 
FIFTEEN WEEKS BY 1985. 

THE FIGURE OF TEN MILLION UNEMPLOYED IS HIGHER THAT THE 
ROSY OFFICIAL ESTIMATES OF EIGHT MILLION BUT LOWER THAN THE 
ESTIMATES OF OTHERS. DR. LEON KEYSERLING, ONCE CHAIRMAN OF THE 
COUNCIL OF ECONOMIC ADVISERS FOR PRESIDENT TRUMAN, BELIEVES THE 
ACCURATE FIGURE TODAY IS CLOSER TO TWELVE MILLION. NO ONE 
KNOWS THE NUMBER PRECISELY. TEN MILLION UNEMPLOYED MAY 
UNDERSTATE JOBLESSNESS SLIGHTLY, BUT IT IS PROBABLY CLOSE TO 
ACCURATE. 

FROM 1979 TO 1984, 11.5 MILLION AMERICANS LOST THEIR JOBS 
BECAUSE PLANTS HAD SHUT DOWN OR MOVED OR MODERNIZED PRODUCTION 
TECHNIQUES OR BECAUSE OF DECREASED DEMAND. OF THAT 11.5 
MILLION, MORE THAN A MILLION HAVE SIMPLY DROPPED OUT OF THE 
LABOR FORCE. THEY ARE NO LONGER COUNTED AMONG THE UNEMPLOYED. 
OF THOSE V?HO WERE ABLE TO FIND NEW JOBS, OVER HALF FOUND 
THEMSELVES EARNING LESS MONEY. 

THE FEDERAL GOVERNMENT ESTIMATES THAT MORE THAN TWO 
MILLION WOMEN WHO WERE HOMEMAKERS HAVE SUDDENLY FOUND 
THEMSELVES DIVORCED OR WIDOWED OR ABANDONED. THEY GENERALLY 
HAVE LITTLE OR NO PAID WORK EXPERIENCE, IN THE SENSE OF A NINE- 
TO-FIVE JOB. ALMOST HALF OF THESE WOMEN EITHER ARE ,\LONE IN 
THEIR POVERTY OR ARE PART OF A FAMILY WITH TOTAL FAMILY INCOME 
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BELOW $10,000. THEY OFTEN HAVE AN EXTREMELY DIFFICULT TIME 
GETTING A JOB. 

WHAT IS TRUE POLITICALLY IS THAT THE GRAVITY OF WHAT 
UNEMPLOYMENT MEANS TO THOSE WHO FACE JOBLESSNESS HAS NOT 
PENETRATED DEEPLY — NOR IS THERE A WIDELY HELD BELIEVE THAT 
GOVERNMENT ACTION CAN CHANGE THE PICTURE MUCH. INACTION IS 
TOLERATED AND THE MISERY IS ACCEPTED OR IGNORED. 

A 1980 STUDY OF 127 MEN MEASURING FORTY-TWO POSSIBLE LIFE- 
CHANGING EMOTIONAL EVENTS FOUND LOSS OF JOB TRAILING ONLY TWO 
OTHER EXPERIENCES IN ITS EMOTIONAL INTENSITY: DEATH OF A 
SPOUSE OR DEATH OF A CLOSE FAMILY MEMBER. A 1983 PSYCHIATRIC 
STUDY REACHED THE CONCLUSION THAT UNEMPLOYMENT "HAS A PROFOUND 
IMPACT ON EMOTIONAL AND PHYSICAL HEALTH." 

FINALLY, THE REVEREND DR. MARTIN LUTHER KING, JR. ONCE 
SAID, "IN OUR SOCIETY, IT IS MURDER, PSYCHOLOGICALLY, TO 
DEPRIVE A MAN OF A JOB OR AN INCOME. YOU ARE IN SUBSTANCE 
SAYING TO THAT MAN THAT HE HAS NO RIGHT TO EXIST." THE 
NATION'S HIGHEST COMMITMENT ~ OUR MOST IMPORTANT NATIONAL GOAL 
— HOST BE TO GUARANTEE A JOB OPPORTUNITY FOR EVERYONE WHO 
If ANTS TO WORK. 
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UNEHPLOYMENT IS EXPENSIVE 

WHEN THE BUREAU OF LABOR STATISTICS ANNOUNCED IN JANUARY, 
1986, THAT UNEMPLOYMENT HAD FALLEN (TEMPORARILY) TO 6.6 
PERCENT, THE NEW YORK TIMES EDITORIALIZED: "WILLING WORKERS 
WHO CAN'T FIND JOBS ARE AN EXPENSIVE WASTE, AND NONE ARE MORE 
WASTED THAN THE YOUNG TRYING TO GET STARTED. TWO OF EVERY FIVE 
JOBLESS WORKERS IN JANUARY WERE UNDER 25. THE UNEMPLOYMENT 
RATE OF BLACK TEENAGERS INCREASED IN JANUARY 41.9 PERCENT; THE 
RATE FOR BLACK COLLEGE GRADUATES UNDER 25 HOVERS NEAR 17 
PERCENT, COMPARED WITH LESS THAN 5 PERCENT FOR WHITES." THE 
EDITORIAL CALLED FOR ACTION AGAINST THE "UNSOLVED PROBLEMS OF 
ECONOMIC WASTE AND HUMAN MISERY." 

WHEN WE FAIL TO PROVIDE EMPLOYMENT, THE COSTS REACH FAR 
BEYOND THE JOBLESS. SOME HAVE BEEN DOCUMENTED RECENTLY IN 
EXCELLENT REPORTS PRODUCED BY THE CHICAGO TRIBUNE , THE 
WASHINGTON POST , CBS NEl.S AND OTHER NEWS ORGANIZATIONS. 

IN PEORIA, ILLINOIS, CATERPILLAR EMPLOYED 32,770 PEOPLE IN 
1980 BUT ONLY 18,000 IN 1985. THAT ONE COMPANY PURCHASED $418 
MILLION IN SUPPLIES FROM FIRMS WITHIN A FIFTY-MILE RADIUS IN 
1980, $300 MILLION IN 1985. REAL ESTATE TAXES PAID IN THE 
THREE IMMEDIATE COUNTIES DROPPED ONE MILLION DOLLARS OVER THE 
SAME PERIOD. THE VALUE OF HOMES PLUMMETED. HOW MANY PEOPLE IN 
GROCERY STORES AND CLOTHING SHOPS AND CAR DEALERSHIPS AND 
HARDWARE STORES LOST THEIR JOBS AS A RESULT OF THE CATERPILLAR 
LAYOFFS? NO ONE KNOWS. THANKS TO HARD WORK AND GOOD 
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LEADERSHIP, I SENSE THAT PEORIA AND CATERPILLAR ARE STARTING TO 
REBOUND. BUT IN THE MEANTIME, THOUSANDS OF PEOPLE HAVE BEEN 
HURT, 

WHILE THE DEPRESSION IN SECTORS OF THE AGRICULTURAL 
ECONOMY IS NOT THE SAME AS UNEMPLOYMENT, ITS ECONOMIC IMPACT 
BEYOND THOSE IMMEDIATELY HiT CAUSES UNEMPLOYMENT, IN FOUR 
YEARS, EMPLOYMENT AT AGRICULTURE-DEPENDENT INTERNATIONAL 
HARVESTER (NOW NAVISTAR) DROPPED FROM 9", 000 TO 15,000, SMALL 
TOWNS ARE DEVASTATED BY THE AGRICULTURAL SLUMP, THE HAVOC OF 
UNEMPLOYMENT IS MORE VISIBLE IN A SMALL COMMUNITY, BU? THE 
ECONOMIC SUFFERING IS FELT IN ANY COMMUNITY WHERE THERE IS 
JOBLESSNESS, EVEN THOUGH IT IS LESS DRAMATICALLY VISIBLE THAN 
IT IS IN PEORIA AND SMALL COMMUNITIES, 

NOT SURPRISINGLY, AREAS OF HIGH UNEMPLOYMENT ARE ALSO 
AREAS OF HIGH CRIME, THE COST OF CRIME IN ECONOMIC TERMS IS 
HUGE, THE COST OF CRIME IN AGONY TO THE VICTIMS IS EVEN 
GREATER, BY TOLERATING UNEMPLOYMENT AND THE RESULTANT POVERTY, 
WE ALSO TOLERATE A DIS-UNEMPLOYMENT AND THE RESULTANT POVERTY, 
WE ALSO TOLERATE A DISCOURAGING HIGH CRIME RATE, ONE OF EVERY 
40 BLACK MEN BOR^J IN THE UNITED STATES WILL BE MURDERED; ONE OF 
EVERY 131 WHITE MEN Wlf.L BE MURDERED, FOR WOMEN THE STATISTICS 
ARE BETTER BUT NOT GOOD, 

ROCKFORD, ILLINOIS, IS IN MANY WAYS A TYPICAL AMERICAN 
CITY OF MEDIUM SIZE (POPULATION 139,712), BUT A COMMUNITY THAT 
UNTIL RECENTLY HAD SIGNIFICANTLY ABOVE AVERAGE INCOME, THE 
ECONOMIC RECESSION OF THE EARLY 1980s, TOGETHER WITH A 
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DEPRESSION IN THE MACHINE TOOL INDUSTRY, SENT INCOMES 
PLUMMETING AND UNEMPLOYMENT SKYROCKETING. THE AUTHOR OF A 
COMPREHENSIVE STUDY OF A NEW PHENOMENON IN ROCKFORD, YOUTH 
GANGS, WROTE: "ROCKFORD UNEMPLOYMENT HAS BEEN THE SINGLE MOST 
CONTRIBUTIVE FACTOR IN THE RISE OF YOUTH GANGS, YOUTH 
OFFENDERS, AND YOUTH-AT-RISK. " UNEMPLOYED YOUTH WANT MONEY, 
AND IF THEY HAVE NO ALTERNATIVE, CRIME IS TOO OFTEN THE OBVIOUS 
ANSWER. UNEMPLOYED YOUTH HAVE TIME ON THEIR HANDS AND ABUNDANT 
ENERGY, AND WHEN A JOB DOES NOT DEMAND T»!AT TIME AND ENERGY, 
SOMETHING ELSE WILL. SOMETIMES THEY CHOOSE CRIME. DURING THE 
PAST SIX YEARS THERE HAS BEEN BOTH NATIONAL POPULATION GROWTH 
AND GROWT IN THE TOTAL NUMBER OF JOBS, BUT THE NUMBER OF FULL- 
TIME JOBS HELD BY TEENAGERS HAS DROPPED ALMOST 30 PERCENT, A 
MAJOR CAUSE OF CRIME. 

CHILDREN WHO GROW UP IN FAMILIES WHERE NO ONE WORKS DO NOT 
LEARN BASIC ATTITUDES AND WORK HABITS THAT ARE ESSENTIAL TO 
PERFORMING EFFECTIVELY IN OUR SOCIETY. IN A REAL SENSE 
UNEMPLOYMENT CAN BE "INHERITED." 

THE COST OF JOBLESSNESS IN FAMILY BREAKUPS AND CHILD ABUSE 
IS"OVERWHELMING, AS STUDIES HAVE SHOWN. 

BUSINESS IS HARMED BY UNEMPLOYMENT, PEOPLE WHO DO NOT 
WORK DO NOT BUY NEW CARS OR AIR CONDITIONERS OR SUITS. TAX 
INCENTIVES TO STIMULATE BUSINESS INVESTMENT SOMETIMES CAN BE 
EFFECTIVE, BUT CREATING AN ECONOMIC CLIMATE IN WHICH PEOPLE ARE 
WORKING AND BUYING ALWAYS STIMULATES THE ECONOMY. 
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THE FEDERAL BUDGET SUFFERS. PRESIDENT REAGAN USES THE 
FIGURE THAT ONE MILLION PEOPLE UNEMPLOYED COSTS THA FEDERAL 
GOVERNMENT $28 BILLION. OTHERS IN HIS ADMINISTRATION USE THE 
FIGURE $35 BILLION, LET'S BE CONSERVATIVE AND SAY THAT THE 
FEDERAL EXPENDITURE FOR FOOD STAMPS, WELFARE, UNEMPLOYMENT 
COMPEN~SATIONr MEDICAID AND A HOST OF OTHER EXPENDITURES — PLUS 
LOSS OF REVENUE — AMOUNTS TO $25 BILLION FOR EACH OHE MILLION 
UNEMPLOYED • IF WE HAD PROGRAMS THAT REDUCED THE NUMBL'RS OF 
THOSE UNEMPLOYED FROM TEN MILLION TO FIVE MILLION, THE NET 
SAVINGS TO THE FEDERAL GOVERNMENT WOULD BE $125 BILLION, USING 
THE MOST CONSERVATIVE FIGURE, CUTTING UNEMPLOYMENT IN HALF 
WOULD ALSO RESULT IN A GROWTH OF OUR GROSS NATIONAL PRODUCT OF 
AT LEAST 4 PERCENT, OR APPROXIMATELY $700 FOR EVERY MAN, WOMAN 
AND CHILD IN THE NATION. WHAT A TREMENDOUS ECONOMIC LOSS WE 
SUFFER THROUGH OUR INDIFFERENT ACCEPTANCE OF HIGH UNEMPLOYMENT! 

EVEN THAT GREAT FINANCIAL IMPACT IS NOT AS IMPORTANT AS 
THE PSYCHOLOGICAL COST, THREE THOUSAND YEARS hGO, SOLOMON TOLD 
US: "THERE IS NOTHING BETTER THAN THAT A MAN SHOULD REJOICE IN 
HIS OWN WORK," THREE CENTJRIES BEFORE CHRIST, ARISTOTLE WROTE: 
"THE HAPPY LIFE IS THOUGHT TO BE VIRTUOUS; A VIRTUOUS LIFE 
REQUIRES EXERTION." AND TWO HUNDRED YEARS BEFORE THAT, THE 
FAMED LAWMAKER SOLON WARNED, "AN ABUNDANCE OF LABORERS SHOULD 
NOT BE LEFT IDLE," PLATO WROTE, "A STATE IS NOT ONE, BUT TWO 
STATES, THE ONE OF POOR, THE OTHER OF RICH MEN; AND THEY ARE 
LIVING ON THE SAME SPOT AND ALWAYS CONSPIRING AGAINST ONE 
ANOTHER." MACHIAVELLI SAID MUCH THE SAME THING. TO THE EXTENT 
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THAT A GOVERNMENT CAN AVOID HOPELESSNESS AMONG THE POOR — AND 
REDUCE THE NUMBER OF THE POOR THE TWO STATES CAN BECOME ONE 
STATE. 

THOSE WHO ARE UNEMPLOYED FEEL LEFT OUT OF SOCIETY. THEY 
DO NOT HAVE A FEELING OF CONTRIBUTING, OF BELONGING. YES, THEY 
CAN VOTE, BUT IN A VERY REAL SENSE, THEY FEEL DISENFRANCHISED. 
THERE IS A GROWING SENSE AMONG THEM THAT THEIR VOICE IS NOT 
BEING HEARD. 

THE SOLUTION 

I COME TO THE CO^'CLUSION THAT OUR FREE SYSTEM CAN 
ELIMINATE UNEMPLOYMENT IF WE TRY AND WE MUST TRY. WE HAVE TO 
MAKE A HIGHER PRIORITY OF PUTTING CiJR PEOPLE TO WORK. WHY DOES 
JAPAN HAVE AN UNEMPLOYMENT RATE OF 2.6 PERCENT, ITALY 6.0 
PERCENT, SWEDEN 2.8 PERCENT AND SWITZERLAND LESS THAN 1 PERCENT 
WHEN WE HAVE UNEMPLOYMENT HOVERING AROUND 7 PERCENT EVEN WITH 
OUR GENEROUS-TO-THE-GOVERNMENT WAY OF CALCULATING IT? THE 
MAJOR REASON IS THAT THESE COUNTRIES HAVE MADE A PRIORITY OF 
PUTTING PEOPLE TO WORK. THE TIME IS NEAR WHEN THE UNITED 
STATES CAN SHOW THAT A FREE SOCIETY CAN TACKLE UNEMPLOYMENT AND 
WIN. 

AN OPPORTUNITY TO WORK GIVES PEOPLE SELF-ESTEEM, SOMETHING 
WB ALL NEED. WHEN SELF-ESTEEM DISAPPEARS, ALTERNATIVES THAT 
ARE NOT GOOD FOR SOCIETY EMERGE. PEOPLE WITHOUT SELF-ESTEEM 
CANNOT CONVEY SELF ESTEEM TO THEIR CHILDREN; PEOPLE WITHOUT 
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HOPE CANNOT GIVE HOPE TO OTHERS, AFTER MORE THAN THREE DECADES 
OF PUBLIC LIFE AND WORKING WITH PEOPLE WHO HAVE EVERY VARIETY 
OF PROBLEM, I HAVE LEARNED THAT THE GREAT DIVISION IN OUR 
SOCIETY IS NOT BErWEEN BLACK AND WHITE, ANGLO AND HISPANIC, JEW 
AND GENTILE, OR RICH AND POOR, THE GREAT DIVISION IS BETWEEN 
THOSE WHO HAVE HOPE AND THOSE WHO HAVE GIVEN UP, THERE IS 
NOTHING LIKE A JOB TO RAISE SELF-ESTEEM, TO FEEL YOU ARE 
CONTRIBUTING SOMETHING TO SOCIETY AND TO YOUR FAMILY, FOR TOO 
MANY IN OUR SOCIETY, HOPELESSNESS AND JOBLESSNESS ARE THE SAME, 
M!» PROPOSAL INCLUDES THE FOLLOWING ESSENTIAL ELEMENTS: 



Employment — Eligible participants will be hired on a 
project-by-project basis to work a maximum of 32 hours per 
week; pay will be at the minimum wage ($3,35 an hour, 
$107,20 per week, or ten percent above the participant's 
we?.fare allotment or unemployment compensation, if 
applicable, and where the welfare allotment or unemploy- 
ment compensation due would exceed the minimum wage; the 
participant would continue to be eligible for a (minimum 
wage) Guaranteed Job Opportunity Program (GJOP) job should 
his or her welfare allotment be reduced or the 
unemployment compensation benefits expire. In unusual 
circumstances the District Executive Council may waive the 
32 hour maximum if the Council agrees to rjuch a waiver by 
a two-thirds majority vote, and files the reasons for the 
waiver with the regional office of ,hc Department of 
Labor* 

Testing and Education — All applicants will be tested for 
basic reading and writing ability, with basic skills 
instruction provided for those with limited or marginal 
skills, but who holds a high school diploma or a GED, and 
required of tho^c ^ith no high school diploma or GED, 
Those in the latter category will receive counseling and 
must attend evening or weekend classes until they obtain a 
GED, BilingiiJul classes will be provided for the limited 
English speaking and waivers would be made available for 
handicapped persons or those requiring special education. 

Job Clubs — Will be formed to assist with resume 
preparation, the developmer.t of good interviewing 
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nnigues, and to provide feedback to club members on 
t each is doing in the job search process. 

efits — Persons employed through GJOP will receive 
ical coverage. Social Security retirement and 
ability coverage, but will not receive unemployment 
pensation coverage. 

:k Projects — jobs will be decided on a project-by- 
»ject basis according to guidelines established by the 
:retary o£ Labor* I£ an objection to a project is filed 

2 union representatives £roro the Cocamitteer or by 2 
tiness representatives, the project shall be vetoed, 
pervisors will be assigned project-by-project and will 

paid the local prevailing wage. Transportation and 
aipment may not exceed 101 of the total project cost. 



KING THESE STEPS WOULD CONVERT THE NATIONAL LIABILITY OF 
YMENT INTO A NATIONAL RESOURCE. WORK OPPORTUNITY FOR 

AND SHOULD BE THE NEXT GREAT STEP FORWARD WE TAKE AS A 
*. MOST OF ALL, IT'S A QUESTION OF PRIORITIES. THE 
>NS ARE AT HAND. WHAT WE NEED IS THE RESOLVE AND THE 
TO USE THEM. 
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FOR REIEASB: Jon. 13, 1987 

Paul Simon 

202/224-7115; -7111 

U,S, SENATOR ILLINOIS 

"turn a national liability Into a national resource* 
SIHON CALLS FOR MAJOR JOBS PLAH 

WASHINGTON — U.S. Sen. Paul Slnon, D-Ill., today asked 
the Senate to top the nation's domestic policy agenda with a 
conssltraent to guarantee Job opportunities to those unable to 
find work In tho private sector. 

Leading off hearings by the Senate Coonlttee on Labor and 
Hunan Resources on •'National Coals in Enploynent In the Post- 
Reagan Era," Sljaon said, "The tlrae Is near when the United 
States can show, as several other Western deaocracles have, 
that a free society can tackle unenploynent and wlr.«" 

"Work opportunity for *all can and should be the next creat 
step forward we take as a society," said Siaon, who now chairs 
the Senate Subcosalttee on Eaployoent and Productivity. 

Slaon will Introduce a cooprehenslve guaranteed Job 
opportunity bill early In his tenure at the panel's hela. 

The Slnon plan, oodeled on the Works Progress 
Adolnlstratlon (WPA) devised by President Franklin Roosevelt, 
calls for locally drawn and adalnlstered Job projects paying 
either the nlnlnua wage or 10 percent above welfare or 
unenploynent conpensation stipends for 32-hour work weeks. 
Testing, tutoring and counseling would equip Job applicants 
with skills to iaprove their chances of finding private sector 
Jobs. 

Local boards would propose and oversee the projects, which 
could range froo sidewalk construction to tutoring Illiterate 
adults to park construction. 

The Illinois lawmaker said such of the prograo's budget 
(MORE) 
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would be offset by savings in welfare and unemployment 
compensation outlays. One estimate sets the cost of the Simon 
plan at $8 billion, which Simon notes is less than one-fourth 
of the Increase alone the white House sought last year for 
defense spending. 

Using Peoria and Rockford, 111., as examples, Sinon 
described for the committee the toll unemployment takes on 
individuals, families, communities, the economy and on national 
resources. He spelled out how curbing Joblessness would 
bring hope and stability to families trapped in the cycle of 
poverty by giving them a stake In society; how it would ease 
crlre; boost national income and local commerce; relieve 
pressure on local tax rolls; and lighten the burden of a 
variety of federal poverty efforts. 

"Taking this step would convert the national liability of 
unemployment into a national resource," he said. 

"Unemployment is not something beyond our control, like 
the weather. Most of all it's a question of priorities. The 
solutions are at hand, what we need is the vision and the 
resolve to use them." 
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A jobs program 



Sen. Paul Simon says Americans 
shouldn't accept unemployment 
as an unavoidable fact of life. 
"Unemployment is not like the 
weather ... it's not inevitable," he 
said last month in an interview with 
Southtown reporter Jim Duffy. That 
is the philosophy behind Simon's 
proposal for an $8 billion jobs pro- 
gram reminiscent of FYanklin Roo- 
sevelt's WPA. 

We recognize that the odds are 
heavily against adoption of a mas- 
sive program like Simon's at least 
in the immediate months ahead; the 
senator concedes the point, and 
talks instead in terms of immediate 
creation of job retraining programs. 

Nonetheless, it's good to hear a 
politician in high office talking 
about what government can do for 
the American people rather than 
portraying it as an enemy of the 
people. 

Simon recently had his 11th book 
published. Called **Let's Put Ameri- 
ca Back to Work," it details the sen- 
ator's jobs proposal. In brief, Simon 
proposes a program that would put 
3 million unemployed people back to 
jwork building roads, working in 



day-care centers, repairing side- 
walks, installing telephones — "allj 
kinds of things that need to be done 
in this country," he told a wire serv- 
ice reporter last week. 

People in the program would work 
32-hour weeks at minimum wage 
and would have to show they are 
seeking private-sector work. 'Educa- 
tion and training programs would he 
i'mportant parts of the proposal. 

After six years of Reaganism, 
skeptics are likely to shout "big 
spender" at the mere mention of a 
program as ambitious as Simon's. 
But the senator makes a telling 
point on that score: At $8 billion,' the 
plan would cost less than 1 percent 
of the current federal budget. And 
$8 billion represents, Simon said, 
only one-quarter of the increase the 
Reagan administration has request- 
ed for military programs. 

"We're not going to let people 
starve, (so) we face the choice of 
paying people for doing nothing or 
... for doing something. ... It makes 
infinitely more sense to pay people 
for doing something," said Simon. 
We agree. 
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Workf are, not welfare, 
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Jtlinois US Senator Paul Simon rcccnlly suggested 
lhai the federal govcmmcni launch a jobs program in 
ihe image of the Work Projects Administration 
(WPA) of the depression days following the 
economic collapse in the United Stales in 1929. We 
agree. 

To say that the US. is enjoying remarkable 
prosperity today is a fairy tale. Strange as it may 
seem, there are as many, or mo.x. poor and 
unemployed in this country today than there was in 
the darkest days of that depression Due to the 
population growth since the depression days, the 
pcrceraage ligurc on the poor and the unemployed is 
less, but the actual numbers. 14 to 16 million 
uncmplo;"^! is still a national disgrace. 

Not only should this country turn its assets and 
resources to creating respectable jobs in a public 
works program, but it should cjncenirate on the 
creation of a new army, a Civilian Conservation 
Corps army to provide jobs for millions of young 
people who have little hope of finding gainful 

cuwcr 
21 mo 



employment in the high technology age. 
A new CCC. in addition to luming youth from 
gangs and cnme, could be developed into a young 
army dedicated to the restoration of our natural 
resources, rcvitalizaiion and rchabiiitation of the 
blight areas in our cities and a symbol of peace in 
Our time. 

The most important factor, should such programs 
become reality, would be to safeguard them against 
the administrative bureaucracy thai has so often 
diluted the purpose and intent of such progMms 
Some of the best programs sponsored by federal, 
state and local govcmment have failed because a top- 
heavy bureaucratic elite (favored by patronage) have 
sucked the lifeblood from the programs while the 
crumbs were served to those for v/hom such 
programs were interxled to benefit. 
In short, let there be more of a WPA and the CCC. 
and less or elimination of such alphabetical 
nighimarcs as the CIA and the NSC 
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Simon: America can provide jobs for everyone 



WASHiyCTON - New li«t D«Mcr«u coO' 
tni Coecrnj^ pxat <4 X^tm »tt toJUac *^ 
UtuUOoo ihit w«Ci cur«st(« cttfycM » J<* 

Ft4tt»\ )ote pntrttm Urt b«ea wpopcUr 

•coAMBJc Uttspi, aad U« eur aeera rrca 
tm bmtly mv wUk nxtaplajscst 7 

B*t 7 pmtAt mmpiojrmi K<tfin«us more 
Uia t mtlUoe ttt wlttovt ujt Stu. 
Stmoe. D-IU, wU beUms Democriu ttcmUl 
ffliUuiA « c«<nfflitmcftt to Ite l«u r«ftuu(« »r 
Ottf »oe»tf " 

*Tbc »vtt»tt Axa(t1c«s dotsal ut trt(> 
etff 9( ihwe p(op(« Bit lt"» «l tt*rt *M |ti 
tnm »ti n't tnCt&t tccvttitat out » very Umc 
to Mr K<i(i7 ~ Staoa ull TW grut ^vUioa 

Ai»tlo» oc llL»p4sxi _ bvt brtweta people wko 
t*rt fjvea 9?»oi V»H mhoUvt hof* 

TU Mit ou>jf tup we uke«t » covacry «iU 
be to r>*r«9U« « to «u AtMictSi.' ke 

SuDM wtU iDtTKtxe a Wii bUi «> p«r »r tit 
sle* of u»iK «ad MustrUI conpebtiveMu 
p(v;«ult Uut DcnocriU «C1 be 6f(enrv( wua 
U>e leoii Coacmi cmvcm* la ^iMiry 
* P»»t»f» u lalikel; to tl«9 ikf jobs till uut 



(3;<bt rtjcb Ua. t«t SUDOs tocM Deno 
criti wist ta t«t tU 1^ oa Ueicea^ bow ror 
tte im f^esideatit^ aaptlca. A (tm^ «( M 
neirtMfDea kive cr(rd &»ea «bo wis elected 
to Seoate to iim «rter unrtsc 10 ;e«n ia 
U« Ho«9ev to ^■ c ome a csnO^teror pmideet. 

Tw« (cooowvt tretKis aikett Uely. 4CC«rtfji( 
to SunoQ. Uut a }oc« profna vnu be ficeiM 
soott U< drnuad ror vaiklOcd Ubor Is dtdOottit- 
b«t Oe pool ef ik^IW Ubor Is frowtsc. 

*«e arc eoC to lei tbme people surve* 
U S4ld. "We kiv- A cboK« o( pj)1a( people r»r 
iMttMiat or paTisf people (»r (9oei( tomf 

Sicwe ovUiacd k!s pUs ror Furut««4 to 
a boo*. "Lets Pst Amertes Back To Work." 
«&!c!i w«s rcctfitly pot:is&t4 Ij Boeut Books or 
C^p 

i;»j«r Slmooli prepouL every Arteileaa wko 
wiats wort wM'a be fUriAtte^ s list 
peovtM 32 ho«n work s week st eufiLiiui 
w»te or 10 percest s&o*e welfare or %atm^ 
ploymcst payneoti 

Tt!s wo«ld Uvt parlk1piB(s la b^convr tkal s 
JuU atove ae poverty level bc( oot enoeth to 
aiicou»tt dtm from »(«kir( refqlir emptor 
meet 

Simon t trr** WgaiUM It attiti to itlra«!ite 
Jo6* taa prwfct US worten ffora «afilr inv 
pom. but wUre private tt^ter jtU are iwt 



avaOatle; ite asiwer of oor society i^i^ be 
aooeiltoc better ttan. at koine, aad well 
•eadyoq a caeck." be uii 
lilat sort or Jobs'* 

1^ Ccaraateed Job Ofportuft; Pnfna 
eaa p«t people to work pfoecctlvcl;, Uac&lsc 
«i*n bow ta read aM wnte, belptsc w>i& day 
cart rcstefiw pbaucf irm. assuuex Ln ksJot 
ctUsrns procraeis. elea'Hf c tFthtU «ii Ce watU 
tf s««wa7X elea&tfif «r( vaCaat toU osjklB( 
Ucycle tiall*, »i4 «oiec a bo« ol oOer UOap 
lial will tnprove o«r »octe:y," SiryM uti 

Here are 7 nuIUoa bows w.tboot pboMs 
Vir e«t five Uera pboeo. aot to euke kec 
iiiiioet UUt. t«: ror tocal calls to ftUoit or 
emefieoey semces socb as ibe poHce or rire 
tfepartffleeti^SlffloaatkM 

A 2 perctfll cfcarfe oa all hci^auiKt ctV^ 
motlS cover tie eoit of pt<tur( caenploye^ 
people to work mikiac *»3 tttUlLac pfcooes. 

-Wo«Jd we be a be«^ »c<tetr ror sorjetklic 
like tka*" Sjnoa «»d. -f tiwk taS well pst 
peopre to wort «bo are Ootsi ooOlc( " 

S»m<« sra c^ttcattOA ai part cT aiy Jol« 
procrata Of tke lit eotatrtes to U:e Vtutti 
NatMfts.t&tscoa&try ranks O'Jt to bteraey 

-As i^Utt *r Ike First Nauenal Baak tt 
Botloo nceftUy commefited uat tw>iU/£f o( 
ttae appljuf lor Jobs at la co«U Mt tuv 
o«tt£eappticatMftror(a Sutvm wrote ) 
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the people 



Simon defends job-creation program 



' "PMhi *i poor M to wortT b M 

It ii ml cTiiIrt it «« iinM d9 

«bPitlt^ 

Yiib MA provUi iMr tn ofolhi Ibr 



tod 

do 




g tf5SM ii MMk «• on do *M 



— ,;-JWj|[ii liawdt»bwcaie' 
'PMpsitafeK w^nOBflBi ikiy Mid Imi^7* 
YovcdbocW uMt twDlli|did yInMi itet tn 
dalpwd to M0f oHMMovto fly propotot 
'»o »w w [Otofd jolir flrffAflif d Job!.* 
Yi^ I d» a yir ifi I Mitf wC d j obfc Itrt 
itrftto nv to flftfliily fNflflMv to 0QMnvMnt* 
onM iMHnvtosmnt Itoto flMct gPiHt to 
lot IMiiMto, ito l» aiMto tr#tyto| 

i1rin>n#*ihttiiiMt>rtouwwtoilbr 

iwinniintotoi mm$mm^ md hmm whwy* 

Tki 9to«i ^«iid«)d joW* li ooc tte «M:e 
ooHir wQrtm lat to dadinto joto Uat arc )m 

our ofUoei «id ooiM iM f«%i«i Md ^M our 
tti«(s do » nwdi or BM tft mice ova m bcttar 



•ocbcy itaido woyof ds poooli n/lio talc 
dhdnaftAy aba* *M«id Mte?^ 
JM^^prapoMl «Qidl OMlc kW r/*di 



Vowtoitod 

<jodo 



A d^f om o9DMn» f%MBy 
-^WBttoo, 



attSwritoMdti 

aoc fa>owr;_t _ 
tncit nnlnfig i 
oAhi % BtytA fef 4 . . . 

My propow^ to bt lati o dM BBd in Itoi Jmvy 
or tk ty ^j^t^ty^fo^ tfciK ;^,> fl 1* 

9 A towwuM^ftotodJobswItoli fctttoB 
ooCcf ^Mfk iiwfti ot' noto. Yoc do sot kiw 
tobtoai»cMtattoteiiyMii 

• Ptaf « dM raUBKB fcr 32 kotot « 
wHfc [1107 • ««lc or S464 • moodi]. or 10 
Donnt iteM Bidi ,^ or tO paront ibSto 



tfaiWii hjiktot . t^^B^^ r y^p^^^y^jj? y 

wcdc ii fainv dM) dto cvtmyc mJAmi p^iMHt 
ia b utttw» M tofc ^ 
9 No pCHlty Sir MMBS ivfto wnti to woHc 



9^vmc oCpriwMiiietor craptoyttMot k 
PK j w ri wfada tic pDWHiaPt'CratoBd Job il fll*'^' 

• 11» joba «■ be pR4ic>«ne0tod 10 thtt iw 
■void aotoi of <bi prattowA^ C ETA aatort -^ 
aacb laopv'i'cai dMric^ • comnktn or 
loori cititena wit app(o«t ibi pnjaotB, widi ekbar 
labor or buBiMfl brag d» aMHy to veto « 
pniaoc. 

out Mother tbrr an read and write, and >»tM 
tbck abH lr>«b an: TVsae who need tpodal hi^ 
1^ be provided it ao that we improve tbe baale 
ddaa of the AmarioH woftfene. 

U w' iiii tojfmea t po<be fedoced aMroflcar^ 
^ J Utdc tiabarii^ hare aad there, aa The 
Tribune edfta^jd ai^paia. We need an aaawlt oe 
the problera I do HOC au0a« that my propoMi 
riicuk) bedtoQaaytoolweuaeLButmy propoaal 
U an caaeolial part oTwbat we muat da 

US-SfiuPaidSlaaaii 
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^ Putting the poor.back to work 



Pknty of theories exist on how to deal with the 
perennial proWcm of pov«ty. Sa w Paul Stnxn's n ew 
proposal is the most direct ippfoack break the cycle 
oTdtfonJC dependency with jobs for wdfaic redpienis. 

His S8 btUion proiposal would lake much of the 
money now tocn t on public ai d and unemployirent 
com:>ensatiDn and \acn to guarantee jobs for able* 
bodied wdlare redptents and others who arc unem- 
plO)Yd. His diagnosis is corrccL But his cure— gov- 
cnimcnt*created jobs, iocita^ federal involvement 
and a stnct adherence to the minimum wage — is 
unwieldy, iPtflident and in the long nin probably 
won*t work. 

Sen. Simon's program a an update of his easier 
proposals based on the Works Progress Administration 
created by President Franklin Roosevdt to put the 
unemployed back to wofk during the E>eprcsson. The 
WPA built parks and roads, wTote state histories, 
staged thcatTKil productions and left a positive legacy 
around the country. But, alihougli the nation's 
economy may not be feding its best thess days, it is 
nov^hwcrc near the critical stage that made that 1930s 
elToa worthwhile dcstnle its indfocndcs and bureau- 
craiic snads. 

Sen. Simon's new works project also wotiJd be feder- 
ally funded, but local boards would administer iL They 
woukJ create or approve a variety of 32'hour'a-wcck 
jobs, a i cdule that kavcs a day ofT to bunt for 
pnvate sector jobs* Workers would get the federal nun- 
imum wage, which is much higher than wdlare pay- 
ments or most unemp{o)Tnent compensatioa 

Rather than fund a cosily job<reation program. 
Wa5hington shoukJ give state and local governments 
the leeway and the tax resources to develop their own 
methods of hdptng people escape !iiom chixHuc pover- 
ty. One place to begin is with the version ot New 



Fedcrahsm proposed recently by a bipartisan group of 
federal, sute and local oflficials. It would kiU a number 
of fodctal <;onKstic grants targeted to spcdfic pro* 
grams, arul m return release a Ucc of tax money to be 
used at the discretion of sute and local cfTidab. 

the states, for their par;, should revise public aid 
-rtiles to provide bonuses and other irxxntivp for wt}- 
Cue recipients who find work. Now, a r po 'p icnt who 
takes a low.paying or seasonal job oodd wcfl wind up 
ik>sing morvey, yet those jobs can be the first step 
^oward fulltime wodc and sdf-suiBcjcncy. 

* Two biUs that wouki have provided these incentives 
so niinois were sheNcd earlier this ytat by the state 
^egTslaiurc after Gov. Thompson said his adininistn« 
pon couldnt afford them. Yet both would have result- 
ed in long-term savings in welfare costs. One wtxikl 
have permitted wdfare rcctpien*.s who take seasonal 
jots to be rein:;trted to pti>lic akJ roQs tmmodiately 
when they ore laid off. Now a redpient may have to 
wait montltt to be reii\stated, a powerful distnoeotive 
to take short-term work. The second bU would have 
pvoi bonuses to redptents who take low-paying jobs. 

' The federal government docs have a role to play in 
job creation, but not the one envisioned by Sen. 
Simon. Instead of wasting money ai>d dashing hopes 
with dc3d<nJ pubSc jobs projects, it shouM encctJage 
job creation in the pnvate sector. It can do this by 
atending and expanding the federal tax credit for 
hiring the unemployed; the new tax code cuts back the 
credit, even though it is one tax break that results in 
store tax revenue. It can repeal the Davis-Bacon Act, 
which cuts construction jobs by mandating high wages./ 
And it can cut the minimum wage, which discourages 
private business from adding low-skilled people to the 
^work forces. 
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Editorials, Tuesday, December 9, 1986 

On the job Ho l ^ 

It's a point we have tried to make several times 
ovet the last several years. Now that U.S. Sen._E au^ 
SUllorLJ)-IIl., is taking up the refrain, perhaps some- 
thing will come of the idea. 

Simon is proposing an $8 billion national jobs 
program similar to President Franklin D. 
Roosevelt's Works Progress Administration (WPA). 
The WPA put three million Americans to work in the 
1930s. 

"Since we're not going to let people starve," says 
Simon, "we face the choice of paying people for 
doing nothing or paying people for doing something. I 
think it makes infinitely more sense to pay people for 
doing something — to let them be productive." 

Simon's philosophy seems to echo that of President 
Reagan, who has championed the concept of 
"workfare," a system that requires welfare recipi- 
ents to work in order to remain eligible for benefits. 

The work ethic has taken a beating in America in 
recent years, but most of us still believe that most 
people want to work, that they m\c to have a job to 
do, that they want that feeling of belonging that prod- 
uctivity provides. 

Under Simon's proposal, which he plans to intro- 
duce in the next session of Congress, people would be 
guaranteed a 32-hour work week. People could be 
used for day care, to repair sidewalks, plant trees, in- 
stall telephones in the homes of the needy and many 
other jobs. 

At a cost of $8 billion a year, the program would 
constitute less than 1 percent of the total federal 
budget. 

Simon estimates that his plan would put three mil- 
lion people to work and permit up to two members 
from the- same family to participate. Roosevelt's 
WPA limited participation to one person per family. 

"There are a great many people who now view un- 
employment as something like the weather," Simon 
says. "There's nothing you can do about it." 

The Illinois Democrat rejects that notion, and so do 
we. 

We hope the Congress and the administration can 
work together to support Simon's proposal to help put 
Americans back to w rk. . 
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iTime to pay attention to our unemployed 



IM of ihml 0 »M con. cn i V 
tr«rf4 of vymp*v)f»»«<« am) ihe 



i Nj>r > Nrw Yur-a wtt^ h ■ lor Ihe mi« *s ■ »notr. tM IV -VMi WMnoAim MdoM'T* 
thai M Wff Amerca« tfmlop m tormi*>^ Vc<ncA( of iv. economy • 

mcrrau<d con(crY^O«ro<^ ■■rr9««e(£«rp<D«di'ldUV«i^ Wlkcw the fMuUa •! M «««>Ur 

arr tfn^i cil'ihe -^ly-^ lorcuri:a/mrn.aMjMl*me vnefncJloymenf. n pntnted lo irwi 

rc«*^ Of rwJ WW i*« M^AB rhemirrMiKMwa^piwMff^iMOl of "< iourot iflvxKiir « a frw 
pfOT^IOfmoUofto. <}e*'auaii«>£OrprTu«nn ' * uxmj 

C<*n« i*c rvrr n a t^f.Wi>^ l ^ ihogjcM^)ro»»*«£ 

|js<wr ro he a m» bock by N«« m katt M percfM U i^ ropi^vr k»W n iKt kfcfime C< 

po^Aiim K kxlfdin a ^soerair lome of ouf oUer ciiiieAt, bmoo 
Mu^CMi iVai rf'm)l•^J m Owr htfft {kwmi out. ri •ai eencraly t>r»- 
wtem()Joyirvrftf ^kr Mir a ttMf>g I>eit4 tMi an ntM hour Oiy !«■ 
number of Ci»m «tso arr f«n«;in( C*yl a b •atwAach>eiatie 
*«T»po<.Mt)lri«kefpineirhomri ifchen wvaion* Jirftr Gary 
Werv>»ea««rraw»t»»wm'*rre< lounjfO u< U<ii<f4 Siain SirH 
C«'V*>'""^ «orkc^J M t»Mr\ 

iadiy V*r<«ilayia«tTt,US brri 
»ofkrr\ -rf^t o urike ffi^ 
rufvltitO M ntN Mi/r day M/w- 

"Iheve lame itprt of r^oeiit." 
*riin Stflvyt, *ip<w iMI 

•^vriabte loi of hgnuAdy AAj.vt 
fO(#*v. >V\ lie»w ihJi p4i«iA< a 
tiw 10 t>etm4 nfatki lo *«^e r«rry* 
•herr m iM mx^ ai4 lo fo mo 
rniauraMi anJ NxHi ^otA} oe*rr 
be (tfera I a ftJ «ould M • tf (on« 
ahcw< 

"twi a frt« pr^r vi^ Crrami 
anJ \H*^ (^anJt<4 IK<1 afWfft^ 
lion"Skmcor>i*r» », 

M«r(««rr, S>mM rrpMll thai 
(e*rr)l rt* i Ki«r made a lu( of 
he>«J«jy lo^arj rwN emcloyinfAt 
JafMH rut an w^r»9tO)meM mr 
■» Ihrt •Vy» oI }C K trM, 
.•»«\Vi 14 r*''(t^ S»iitrr 
lAAj I \t n (y>« ^ rt v-M ' 
In* firM UumNtAf Nk<k. ri 

*'»«'' »(nr»»>p*"^ 

(h»*i< uvXru^fkl ih •future iKc 
ira^y ii rtiAilitrrc ' 




h'Jthiftcow tuO>rM« areai «^h 
ai KPa^ CooMy. <)o n<x know 
anyone pervMAVv «Nt ii w^m' 
pi^ytO aiy] «hrt Km brv<i lootin|> 
(o» a |0B rrttxw h V r»rn yea r» 

Ha rc%ofirvrrrtiw)»irc»£?ef^ 
rjt lUi wwihw^c «Violii r«e 4rt\e 
ahMtii, 

A MumVr •! chvr(h(<t m f>uf a^r 
Cow^y A'n<y^){ iheiTt ihe Cary 
UMfO MctNdiU (hgrth ifi UVa 
(o<v,ha«r thr4»in(r/h-SM« 
ihei< facilitief (•« ai^m r^h «re1t 
10 IV hotrvdrw* 

^Aimtny ai mfrrvmi, tt^Mi*i 
»A*e thiWrffl. arte N-M»f; vr*rO fty 
^hwrch tft>M<^ts tkf' t4 IV 

injf^ hmfil« tt IKjI |*«T'^ mi 
iSc^ Ihil'^r** ittrrurn^tim's jrr 

le^rTMic fir^ Ktn,i^»»it thcirac 
«0y H Mifili«ri«if «Ki<«n>'4<^l 

IVt.»Iirfi«) fnlm^lftfs 

The <h>t''-r «n V* 

S>/>iiri« fwo r»«-)t r>i il> ai'irl In 



"Let's stop kidding 
ourselves about 
unemployment. Our 
goal should be to 
guarantee |ob oppor- 
tunities for everyone 
who wants to 
work. , .That's the 
spirit that Is needed." 

iromM^ewtxx*. 

carrMy *«nvr«i*ks ihe uofiri 
of 9 persons from (oau 10 (oaU 
• ho arr tuiil»)f: unrm(Aj)men< 
They rai^xe tntjt Uvn «ipfr 
loiheJ'^* 

AH ht\r heU fW «« 
vyrve of iVm tor ai iwiny ai » 
)rart AI hj»e »>een •Hhom ^ 
fftf U monihi or »*»orr AS of iVm 

TttttmnJ are4o>»»£r«rr>iHiM 
ihevfjniofindjorK 

CK? •! the«« perwni rt OrraU 
^ utio of StreJiO' Ytnko k U. it 
rrvirri«^ ifxj h^i fi<r (h>Urm 
ihrre of i vm T»»inj> ai h«vTte 

"I »m1tn}l2yrarsarO«rnitUi 
nor% («Uu ifxj thru krU my j^/i he 
cau«e <^ awfomiiion ('*efio(^ou« 
nfourla^rjranJahjK IfitiiH' 
ite [uriiMne ai > ((^il fr^i* 
f i« fcrraw.^M we 
e«rrv l^rrerrwv^lhtM«>lml« pt 

>Mt oife (Vat rxtf <*rwi li't 
if^Sh l«Uf»^ern ^ijearil »eNT« 
nurrxO | ae r«r«rr lam i«nrm 

Uh4^ \tw f>nil iivirtHI lail of 

«iM ir< a t j«r if nr'rarx r*' 



tOfne<h«n|t Y«* jei jxk lo yvwr 
UtMUCh, ycu fxU ftf depreunJ. 
You yo* Aj^"" hJnJiy 
ertjoy ^e«<^ -"^h wur lam^y he 
y<M Ihrt on >Our rrnnJ ** 
iVi<<T«e 
-iSr ir^^ raro'h"^* ro (t< ^ 
r*r hi-^-n 10 IV V* C'ffrtm 

-Thr lhw»£ IMI** 5J«fO «^ 

(Ml I M«r in« h"^f)>*i>"4' The 
lutly lhie< atno* aa «hrt rt iMr I 

V(«rin>tailM(tie<vo 

"I »orry atnu* mv truVJrrw U'' 
lei* I tf* vr*J* •0'*. 1 *nnn<r 
afw 10 funvr «V»r eA*<ai"'*i 
a lie nhey trt of hifift ^h-^ •» I 
<»« (Lrt <^ l^r».e'^ t^■^>^ «^'«'*."' 
rfi«<ii Y^rt^O 

Me»l •! IV nc»' fOti* he 
pfOvKlA] by IV t<««atr vixlor, 
iiyiSur^m |lrv<ta«'<alroterof 
iVpuWiC v<ior i<>« 

"Mo>«e»rr 40(r,^*»^rty *r Uimvl 
atriVp/i»air wtw.iV rraUy <i 
rhai wr « M <«« «~< ro w>l tMN«€ 
w<i<if ir»<}en'»> " 

^iwt \ V" X VJ*W *»lh 
r»afl\^ of K«» V- fjr^ <a« he 
aM arr ft^t » rrj 1. 0 hv e« f <p» !*♦ 
tomrrvM "iv X riTM t v nJi 

Hii Jfe Oe»o«fO ift 

tu^e^iwni to/ p-rv^t »hrt hj*r 
lurft wttWe f-»J a f /» »nn|{ 
;<r*iil<, jrtj V <lr.«-V wNh an in<i 
i>eii viM h fvirre 1 irt M« rrfeni 

*1 NfcJ 1 frwiO -N" N*J <jn»rr. 
AM I raRfO IV N«H«4>f l««4«i Nl«r 
V wa* A»ttfi Ihe *<M*Me 
e^r'^aaO INH N* »■'* •» f*'* 
n/vnyuumn* li* »h<» r 

>r>c vi> aa IV «vr <«n,r# |m 

I rM 1," r n < I * ^ ** 

IkmS iV s»rii ^^»^ i* *>>«%fc«l 
I imp* n eaM *•>* f*** 
rfr.»ifii.J.(f^uirrin>< (In"* H«» 
l^wlry " 
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Giving 
everyone 
a job 

Senator pushes plan 
to guarantee work 



8/ Gene Marlowe 
Media General Newspapers 

WASMINCTON - Now thit 
Dcmocrtu control Congrew. wme of 
them are UlVinj about lefiiUtion 
that would guarantee everyone a >ob 
— in rood times and bad. 

Federal job« procramt have been 
unpopular with the Kea^an adminii' 
tration. even durin{ economic 
slumps, and the idea may aeem even 
IcM tjmely now wjih unemployment 
down to 7 percent. 

But 7 percent unemployment itUl 
meant more than 8 million are with' 
out work. My* Sen. Paul Simon, D' 
IH . who beheves DemocraU should 
maintain a commitment lo "the leM 
fortunate of ouriociety.** 

'The average Americai doein't 
see the tragedy of these people. But 
it 'a out there and it'a ijiim and it'a 
eroding something that's very basic: 
lo our 40c!<ty." Simon said. 'The 
great division in our society is not 
between blacks and whites. Anglos or 
Hispanics ... but between people 
who have given up and those who 
have hope. 

"The next major step we take at a 
country will be lo guaranty; a job lo 
all Americans.** he predicted. 

Simon will introduce a jobs bill as 
part of the slew of trade and industri' 
al competitiveness proposala that 
DemocraU will be olTering when the 
1 00th Congress convene* in Ja nuAiy. 

Reagsn i« unlikely to aign any jk>b« 
bill that might reach him. but Simon 
soid some DemocraU want to get the 
idea on the agenda now for the 1988 
prtiidcrttial campaign. 

Two economic trends make it 
likely, according lo Simon, that a 
jobs program will be needed toon: the 
demand for unskilled labor is declin' 
ing. but the pool of unskilled labor is 
growing. 

"We are not going to let those 
p-ople turve," he said. "We have a 
choice of psyi'ng people for do^ng 
nothing or paying people for doing 
something/' 

Simon outlined hit plan for guar* 
anleed job* in a book. Ut* Put 
America Back To Work, «hich was 
recently published by Bonus Books 
of Chicago. 

Under Simon's proposal, every 
American who want* vrork would be 
guaranteed a ob that provided 32 
hours work a week at minimum wage 
or lOpercent abo^e welfare or unem* 
ploym*nt paymenU. 

This would give participants an 
income tltat'» just above the poverty 
level but not enough lo discourage 



them from seeking regular jobs. 

Simon agree* legislation is needed 
lo stimulate job* and protect US. 
workers from unfair imporu. but 
"where private sector jobs are not 
available, the answer of our society 
should be something better than. *Sit 
al home, and we'll send >'0u a 
check.' " he said. 
What sort of job*? 
'The Guaranteed Job Opportunity 
Program can put people lo work 
proauctively. teaching others how to 
read and wnte. helping with day care 
centers. pUnting tree*, aasisting in 
aenior citizens programs, cleaning 
grafitti ofT the walla of subways, 
cleaning o(T vacant lota, making bicy- 
cle trails, and doing a boat of other 
things that will improve our aociety,** 
Simon uid. 

There are'7 million home* without 
phones. Why not give them phone* 
for local calls lo friends or emergency 
service* such as the police or fire 
departmenta? Simon asked. 

A 2 percent charge on all long- 
disunce call* would cover the cost of 
putting unemployed people lo work 
making and insulling phone*. 

-Would we be a better aor«ty for 
Bomethint; like this?" Simon uid. "I 
think so. and we'll put people to work 
who are doing nothing." 

Simon see* education as part of 
any job* program. Of the 158 coun- 
tries in the United, Nations, this 
country ranka 49th in literacy. 

•'An officer of the First National 
Bank of Boston recently commented 
that two'thlrds of thote applying for 
job* at his bank could not fill out the 
application form." Simon wrote. 

Some unemployed people could be 
employed as reading tutor*, but 
many would be sent lo school for 
reading instruction. 

History suggeiu that 1.7miIIionof 
the 8 million people eligible for a jobs 
program would apply. 

Simon concede* that a jobs hill 
could be costly, and he auggesu that 
it be funded with tax increases, 
which he thinks are ineviuble any* 
way to deal with the fedeni budget 
deficit. 

He would increase the cigarette tax 
and eliminate ux indexing, which is 
the yearly adjustment to Ux rates 
that prevenu taxes from going up 
with inflation. 

A job* plan will stnke some as 
more taxing and spending, some* 
thing many DemocraU — particular' 
ly those preparing to run for presi- 
dent in 1988 — are anxious lo avoid. 

Those DemocraU are misreading 
the public mood, said Simon. Audi- 
ences he has asked lo chc«>se between 
"Reagan with Mondale's program or 
Mondalc with Reagan's program, 
still choose Reagan," he said. ^ 

To Simon, this means Americans 
are neither liberal nor conservative. 
'They're pragmatic." ^ 

"U the Soviet Union — and soon 
even Chinj. apparently — can do 
this for their people, is our free 
system incapable of doing ii'*" Simon 
asked. "Our free system can do it if 
we try. Ard we must try." J 
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Senator sees joblessness as potential asset 
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The Chairman. Thank you for an excellent presentation, Senator 
Simon. It is a message that should be heard. It is one that needs 
,,elling. It is one that is generally muffled. 

In our society when we have the Dow Jones going to 2,000, and 
the unemployment figures going down two-tenths of one percent, 
people can say things are going along, they are going in the right 
direction. And I think all of us in the 1 st ten days have read the 
countless stories of what is happening on the Dow Jones, the stock 
market, and there are many others who believe that everything is 
fine in our society, who are heralding the two-tenths of 1 percent. 
So this is the other side of the coin, but I think in a very real way 
this is the real America. 

We all know the lessons of the past, that the Dow is not an indi- 
cator in terms of what is really happening in the workplace of our 
society. 

Let me just ask one question. You have addressed the costs. How 
do you respond to the question that we come to grips with your 
program here, that we are going to be basically replacing others 
who are working today, and v/e will be substituting one group of 
workers for another, and that they are then going to be either di- 
minished in their ability to reach this American dream. They will 
be threatened by this. 

What is your thinking on that? 

Senator Simon. I would have two answers to that. First of all, ob- 
viously, that is not what I want. My program would take effect in 
fiscal year 1989, so we have time to work that out. But second, I 
stricture it so that in each geographical area, to be designated by 
the Governor in each State, there are 13 people who are an execu- 
tive council— four of them from labor, four from business. Either 
labor or business can veto any project. So that if there is the 
danger of substitution, the local AFSME representative or, if a 
business feels threatened, they can veto the thing. So I would say 
that is number one. 

Number two, there was some substitution on CETA, and frankly, 
some people were concerned. The difference between what I am 
suggesting and the CETA program—and I think, frankly, CETA 
also was much better than the image— but the difference is CETA 
simply assigned people to a community in Vermont or Massachu- 
setts or Iowa. 

Mine is a project-oriented thing where you would have a specific 
project to do, you are assigned to that ijroject; when that project is 
over, then you are assigned to something else, so that we do not 
have the invitation for abuse on substitution that was there before. 

The Chairman. How do you react to the charge that this is going 
to set up a whole new bureaucracy? 

Senator Simon. Well, first of all, we limit the amount that can be 
spent on administrative expenses to 10 percent of the amount that 
is there. 

Second, there are t? se who say government is the enemy, and 
any time you add any government employees, you are doing a 
great disservice to this country. My belief, as I know it is yours, 
and my tv/o colleagues'. Senator Stafford and Senator Harkin, my 
belief is that government is a tool. It can be used properly or im- 
properly. And I think we can structure this thing so that we are 
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not going to be setting up a vast new bureaucracy, to use the 
phrase. 

Yes, it is going to take some people to do this, to administer it. 
But to suggest that we do not have a vast bureaucracy by govern- 
ment-inspired unemployment today is to ignore the reality. 

We face a choice of paying people for doing nothing O'- oaving 
people for doing something. Why not pay them for doing"* some- 
thing? Why not use the liability of unemployment and turn it into 
a great national asset? And Senator Stafford, if you will forgive my 
referring to your age here, you and I are old enough to remember 
something called the WPA. Now, times are different than in the 
WPA days, but what they did, basically, is what we ought to be 
doing. We do not need to re-invent the wheel. They turn the liabil- 
ity of unemployment into an asset that is out there in every com- 
munity in this nation. And we can do the same thing today if we 
just have a little imagination and compassion and common sense. 

The Chairman. Senator Stafford? 

Senator Stafford. Thank you, Mr. Chairman. 

I Ldve no questions. I want to compliment Senator Simon on a 
very good statement. I want to have a chance to talk -with you 
about it further, informally, away from this hearing. ' 

Senator Simon. Great. 

The Chairman. Senator Harkin? 

Senator Harkin. Thank you, Mr. Chairman. 

I have no questions other than a couple of observations. I would 
compliment my colleague, with whom I have been proud to serve 
for the last 12 years now— 10 years in the House and two years in 
the Senate. Senator Simon has always been one of the seminal 
thinkers in this country on the twin issues of education and em- 
ployment and what it means to us as a society to have the best pos- 
sible education and the best and highest possible level of employ- 
ment. 

He has a new book out— I am not here to advertise his new book, 
but I was just paging through it. I hope I get my copy pretty soon. 
Senator Simon, "'^'ou will. 

Senator Harkin. I think there are some good things ir* it I would 
like to read. 

Paul, I just want to follow up on one point you made. You talked 
about the disparity between the top and the bottom, 14 times in 
the United States versus— I think it is about four-taone in Japan. 

Senator Sim' That is correct; about five-to-one in West Germa- 
ny. 

Senator Harkin. Yes. I knew it was about four-to-one in Japan. 

I was looking ahead at the testimony of some of those who are 
coming after you. I was reading the testimony of Michael Harring- 
ton, in which he points out something that I think is very interest- 
ing. He quoted a Bureau of Labor Statistics study in which he said 
that, "Indeed, all of the computer-related openings estimated be- 
tween now and 1995 in the list of 40 occupations with the greatest 
growth will add fewer jobs than the increase in bu'lcing custodians 
alons. Of the ten fastest-growing jobs, six tend toward the low wage 
end of the scale— custodian, cashier, sales clerk, waiter and wait- 
ress, nursing aides and orderlies." 
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I was reading that and thinking about what you said about the 
14 times disparity. It almost seems like we are getting to the point 
in our society where we do not want to pay people to do these 
things. We just want them to almost work for nothing, whether 
they are waitresses or waiters or orderlies or cashiers or custo- 
dians, that somehow we want those jobs done for almost nothing. 
And so you get these tremendous disparities. 

Having travelled to Japan. several times, it has always been in- 
teresting to mc that they pay those people a pretty darned decent 
wage in Japan, whether someone is a sales clerk that might be 
there for a lifetime, who finds that as a lifetime job and a reward- 
/ ing job, that those people are paid at least a decent living wage, 
and there is not that tremendous disparity. So I thought about 
.that, and I am just wondering if we are getting to the point where 
we are saying, well, we just do not want to pay those people to do 
those kinds of jobs. I think that is dangerous once we start think- 
ing like that. 

The old Henry Ford concept that he wanted to pay his workers 
enough so that they could buy what they made, I think ought to be 
our attitude in our society, rather than one of seeing how far we 
can squeeze people down so that those of us who live a little bit 
better can pay less and less for the services provided to us. 

The last point I want to make was one that I brought up with 
Secretary Brock, the idea of the length of the work week. I would 
like to invite your attention to the proposal — it is not just mine, 
but others— that we have at least one day in our work week that is 
devoted to education, where the private sector joins in, in which 
the wages paid are the same as they are today, but that one day is 
devoted to education on all levels, and that as a condition of that 
employment and that job, that person will have to spend one day a 
week in some form of educational activity in our society, so that we 
in America would have one day a week devoted to education for all 
of our people, not just students, but everybody in our whole work- 
force. 

You are a good thinker on things like that, and I would ask you 
to think about it. 

Senator Simon. All right, I will reflect on that. Let me just add 
that my instinct just offhand is that maybe we ought to try an ex- 
periment in an industry or two, to see what nappens with that 
kind of thing. 

On the 14-to-l, let me just say to my colleagues 

The Chairman. Just for the record, are you talking about 
income, or are you talking about purchasing ^wer? 

Senator Simon. We are talking about income. 

The Chairman, ojst income. Just for the record, I want to get it 
spelled out clearly. 

Senator Simon. Yes. The top 10 percent and the bottom 10 per- 
cent, and that is growing. If we do not do anything to change it, 
it 

The Chairman. The top 10 percent of income, individuals who 
make whatever income it is 

Senator Simon. That is correct. They make 14 times as much as 
the bottom 10 percent. And it will soon be 15-to-l. 
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The Chairman. How has that grown in the last eight or ten 
yeara; do you know? It has been significant, but I do not know- 
maybe you could supply it for the record, if you would. 

Senator Simon. We will supply it for the record. But there has 
been a significant growth, and that trend is there. And at some 
point things explode. The public is simply not going to tolerate it. 

And the answer is not pulling the top of that 14 down; it is lift- 
ing those people on the bottom. And that is what we ought to be 
doing, and we ought to be much more creative about it. 

One final point, and I know we have other witnesses, Mr Chair- 
man. 

One of the great disservices, if my colleagi-e from Vermont will 
forgive me for saying so, one of the great disservices of this Admin- 
istration is that all of a sudden, we are fighting for the status quo, 
higher education— we are trying to hold on-instead of dreaming 
about the kind of America we ought to be building. I want to turn 
us around and start dreaming once again. And one of the areas we 
ought to start dreaming about is how we give everybody in this 
country a chance for a job. And we can do it if we dream and work 
for our dreams. 

Thank you. 

The Chairman. Thank you very much for your excellent testimo- 
ny. We will include some additional material as part of the record 
that.has been submitted by Senator Simon. 

Our next witness is Mr. Tom Donahue. We are delighted to have 
lom Donahue, who is Secretary-Treasurer of the AFL-CIO. He has 
appeared before our Committee many times, and he has been one 
ot the most creative and knowledgeable spokesmen for the working 
men and women of this country, and we are delighted to have him 
here to speak to us about the condition of the American wcker 
today, and also to make what suggestions and recommendations he 
has in terms of how to improve their hope and opportunity and 
their share of the American dream. 

Tom, we are delighted to have you here. 

STATEMENT OF THOMAS R. DONAHUE, SECRETARY-TREASURER 
AFL-CIO, WASHINGTON, DC, ACCOMPANIED BY PEGGY 
TAYLOR, ASSISTANT DIRECTOR, DEPARTMENT OF LEGISLA- 
TION, AND DR. RUDY OSWALD, DIRECTOR, ECONOMIC RE- 
SEARCH 

Mr. Donahue. Thank you very much. Senator. 

I am delighted to be here and appreciate the opportunity. I am 
accompanied today by Peggy Taylor, our Assistant Director of our 
Department of Legislation, and Dr. Rudy Oswald, our Director of 
£<conomic Research. 

We want to try to address. Senator, with you just quickly the 
subjects, signs, of the outlook for employment and unemployment 
and policies and programs to expand job opportunities and reduce 
the genera' misery levels. 

We certainly would associate ourselves with the testimony of 
{>enator Simon. It is refreshing to hear a serious propi,sal to ensure 
jobs for people m this country. ^ ^ 
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As I sat and listened to Secretary Brock earlier, I realized that 
our focus is considerably shorter than his focus, because we speak 
for workers whose needs are immediate, whose problems exist 
today. So I suppose we would characterize our testimony as dealing 
with "Workforce 1987" rather than "Workforce 2000." I think the 
Secretary is commendably looking to the day when the swamp will 
be drained, but we are fighting off the alligators. 

Let me just take a few moments to take a look at the current 
conditions in the swomp. There are 111 million people working 
today— 8 million unemployed, 1.2 million who are too discouraged 
to look for work, 5 milUo:? working part-time because there is no 
full-time work available, altogether 14 million people suffering un- 
eniployment and underemployment. 

The Administration tells us that the number of jobs has grown 
by 11.3 million in the past six years. They always leave out the fact 
that the workforce in that same period has grown by 11.7 million, 
giving us a net loss of 300,000, or a net add to unemployment of 
400,000 jobs. 

We ought to note just for the record, for the sake of comparison, 
that in the four years of the previous Administration, the number 
of jobs in the workforce grew by 10.5 million in only four years, 
with a net reduction in unemployment levels. 

Let us take a look at the unemployment story in recer/c de^des. 
Three million people were unemployed in the average month in 
the 1950s, 3.5 million in the 1960s, 5.8 million unemployed in the 
average month in the 1970s, 8.2 million in the 1980s. 

Look at the unemployment rates: 4.5 percent in the fifties, 4.8 in 
the sixties, rising to 6.2 in the 1970s, and rising to 8 percent on the 
average in the eighties. Even with the drop in unempbyment re- 
ported last week, two-tenths of a percent, we are still in the sev- 
enth year of unemployment at recession levels. In every one of 
those years, more than 20 million Americ is have suffered unem- 
ployment at some point in the year. That is a lot of suffering in 
this nation. 

There are now 2 million fewer jobs in manufacturing than there 
were in 1979, because of a wave of plant closi.igs and mass layoffs 
which occurred while we refused to adopt a realistic, coherent 
trade policy. 

By contrast, jobs in low-wage, service-producing industries have 
grown by 10 million since 1979. But the problem is that average 
wages in manufacturing are over $400 a week. In the service 
sector, average earnings are $177 a week in retail trade, $269 in 
the service industry generally. 

So all the service sector jobs on which we are told our future is 
to be built are paying $130 to $220 a week less than the jobs they 
are replacing. 

I was stunned to hear Secretary Brock say this morning that the 
new jobs are better than the old jobs. Sixty percent of the new jobs 
that have been created since 1979 are less than $7,000 a year. The 
minimum wage, which you addressed, has not been changed in six 
years. The cost of living has gone up 25 percent; the real value of 
that $3.35 minimum is $2.50. 

Our unemployment insurance system is in shambles. To our 
shame, only one-third of unemployed workers are getting unem- 



ERLC 



82 



79 



ployment insurance benefits. I think that is a scandal that needs to 
be addressed. If you go out on the street and ask anybody you 
meet, *'What happens if you are unemployed?" they will explain to 
you that there is an unemployment insurar > scheme, and they 
will get benefits for 26 weeks. They will, if chey are one of the 
lucky three out of ten. Otherwise, they will not get unemployment 
insurance. 

Not only are the unemployed and the minimum wage workers 
suffering. The middle-class has seen a substantial drop in its 
buying power. The average American worker has lost 8 percent in 
buyinf power from 1979 to 1986. We are told th?t is not too bad, 
actually. The median annual income for all American families has 
dropped only 4.5 percent in those years. Obviously, the loss of 
family income would have been even bigger if there had not been a 
huge increase in the proportion of those two-earner families. And it 
is only the increase in second incomes that saves so many families 
from losing even more. 

Jobs paying at least a decent living wage are the key to a sound 
economy and to a healthy society. Low-wage jobs are no solution to 
this nation's economic problems. 

Mr. Chairman, the text that we have delivered to you co^-'^rs in 
substantial detail our analysis of the effects of the contir * g de- 
industrialization of America; it tries to take a look at plant closings 
and mass layoffs, the shipment offshore of U.S. jobs, the effscts of 
new technology, and the absolute and utter failure of our trade 
policies, and suggests a look at the recent reports of the Joint Kio- 
nomic Committee on the growth of poverty in the last six years 
and on the proliferation of low-wage employment in the economy, 
and suggests a look at the Department of Labor study, on displaced 
v/orkers— all of which point to the growth of a split-level economy 
in the United. States. 

I am sure that those reports are before your Committee, and 
they tell ycu far more about the situation and describe it far more 
fully than I could. 

Our statement also talks about unemployment and the failure of 
that unemployment insurance system in some greater detail. I say 
that less than one third of the unemployed are getting benefits. 
Those that are lucky enough to get benefits are getting less than s 
third of their average wages when employed, and less than 60 per- 
cent of the poverty-level income for a family of four. 

The minimum wage, as I say, is now worth $2.50 in 1978 dollars. 
If you seek, as you should, to restore its original buying power, you 
will have to raise it immediately to $4.60. 

The challenge which ihis Committee faces over the next two 
years seems to us enormous, and the list of legislative concerns to 
be addressed is a long one. It seems to us that it ought to include 
standards to be applied to mergers and acquisitions and bankrupt- 
cy filings; standards that would try to protect the jobs, the collec- 
tive bargaining rights, health benefits and pension benefits of 
workers; plant closing legislation; a general review of our collective 
bargaining system and its failures, with an analysis of the enor- 
mous up-turn in our country of anti-union conduct of employers; an 
analysis, I would hope, of the activities of labor— management con- 
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sultants; and an analysis of the ineffectiveness of the remedies set 
out in the law. . 

What we need in short is an analysis of whether the National 
Labor Relations Act is in fact meeting its high purposes. 

We need a shnilar analysis of OSHA and MSHA, and a compari- 
son of performance to purpose. 

Mr. Chairman, we need construction industry legislation to 
outlaw double-breasting and the ability of that union contractor to 
move employment and siphon jobs away from union workers. We 
need legislation on parental leave and daycare. We need to address, 
as I say, minimum wage legislation. And I would certainly endorse 
Senator Harkin's suggestion of a substantial examination of the 
maximum hours provisions of that legislation and an examination 
of the question of the viability of a 32- to 35-hour week, and exami- 
nation of the overtime penalties of the Fair Labor Standards Act as 
well. 

Something must be done about the unemployment msurance 
system to try. to restore that system, and restore its ability to serve 
unemployed workers. Surely, we need improved job training, as 
you have heard this moriiing, not only, we would submit, for new 
labor market entrants and for the persistently unemployed and for 
the recently dislocated worker, but hopefully, for those who are 
about to he dislocated or stand to be dislocate/^ in the near-term 
and who might somehow, with adequate notice, have an opportuni- 
ty to gain some training before the ax falls. 

I think you will need to address the question of pay equity, occu- 
pational diseass compensation, the polygraph question. I think it 
may be necessary for your Committee to take a look at legislation 
to protect workers against the intimidation of random drug testing, 
or other abusive act* Jns that ignore worker rehabilitation. 

It seems to us that too often nowadays, it is the worker who is 
first expected to adjust and adapt to the workplace. We are told to 
cooperate, to make concessions, to be flexible, to be restrained, to 
work harder. Some of those demands now come couched in the 
latest, hottest buzzword of "competitiveness''. But the reality is 
that the worker alone cannot solve the nation s problems and make 
us more "competitive". Human sweat is not the only coniponent in 
productivity. Education, training, research, investment, n'^w tech- 
nologies, rebuilt plant and equipment, improved labor rei 'ions, 
real opportunities to participate in planning and decision-making, 
and a safe and healthy workplace are all components that we need 
to develop and improve if we are going to try to make the worker s 
arm longer and stronger and thereby achieve the increase in pro- 
ductivity that we all seek. 

It sesms to me that there s'nould not be any confusion about the 
worker's role in all of ':hat. There are people in our society who 
have surplus money tr mvest, and they can afford to be flexible or 
make concessions or target their investment 

Workers do not have surplus money, and they cannot gamble 
with the rent money or the grocery money. It is time for eve "vone, 
for the employers, for the Federal government and for wag^arn- 
ers to pull together and to put into effect programs and policies 
that could be developed with tripartite participation, programs and 
policies that would do something to make the work environment. 
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economic environment, social environment better, better for work- 
ers their families and better for America. 

It is time for American companies to look to their responsibilities 
to provide employment for U.S. workers as one measure of their 
success and their competitiveness. 

I refuse to accept as success for American corporations their 
layoff of U.S. workers and their hiring of nationals in other coun- 
tries, with their product shipped back here. 

If our employers and government do not look to these kinds of 
actions, thmgs are clearly going to go from bad to worse. With 
present trends extended, we are going to lose another 2 million jobs 
m manufacturing by 1990, and we are going to lose another 5 mil- 
lion manufacturing jobs by the year 2000. 

If we do not do what needs to be done, there will be a permanent 
under-class m this country of 4 to 6 miUion people unemployed, 
without hope for employment, in an absolutely polarized, two-tier 
society, with our middleclass disappearing, and with everybody's 
standard of livmg sinking lower and lower. 

Thank you, Mr. Chairman. We would be happy to try to address 
any questions. 

[The prepared statement of Mr. Donahue follows:] 
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Statement by Thomas R, Donahue, Secretary-Treasurer 
American Federation of Labor and Congress of Industrial Organizations 
to the Senate Committee on Labor and Human Resources, 
on the Employment-Unemployment Outlook 



January 13, I9S7 



Mr, Chairman, 1 appreciate this opportunity to present the views of the AFL-CIO 
on the outlook for employment and unemployment and on the policies and programs 
needed to expand job opportunities for America's working people and to reduce the 
terrible costs of persistent high unemployment, under-employment, poverty, and declining 
living standards. 

rd like to cite a few statist! j. 

There are 111 million Americans at work today, but 

— 8 million are unemployed and seeking work; 

— 1 million discouraged workers have stopped looking for jobs; 

— 5 milhon Americans are working only part-time because no full-time jobs are 
available. 

That's at least l<f million Americans suffering unemployment and under- 
employment. 

The number of jobs has grown by 1 1.3 milUon in the past six years, but before that 
jobs grew 10.5 million in just four ycsrs. 

The workforce has grown by 1 1.7 million in the past six years, but only 
1 1.3 million jobs '.yere created. 

A comparison by decades tells the unemployment story: 

— 3 million were unemployed in the average month m the 1950s and that went to 

— 3.5 million in the 1960s; 

— 5.8 million in the 1970^; and 

— 8.2 million in the 1980s. 
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And the unemployment rates went from 

— percent in the 1950s, to 

— *.8 percent in the 1960s; 

— 6.2 percent in the 1970s; and 

— 8 percent in the 1980s. 

And even with the drop in unemployment reported last week, unemployment has 
been stuck around 7 percent i ,r the last 30 mooths-giving us 7 years of unemployment at 
recession levels. 

In each year since 1980, more than 20.-nillion Americans have suffered from 
unemployment at some time during the year. 

Two million jobs have been lost in manufacturing since 1979 in a wave of plant 
closings and mass layoffs while we refused to adopt a realistic, coherent trade policy. 

By contrast, jobs in low-wage service-producing industries have increased by 
10 million since 1979. 

/Average earnings in r^anufacturing are over $(fOO a week. But m the areas where 
the most jobs are created, in the service sector, average earnings are much lower— $177 
week in retail trade, a week in the service industry. In all, 60 percent of the 
jobs created since 1979 paid less than $7,000 a year. 

There are more than 15 million workers in America who are paid at or around the 
federal minimum wage of $3.35 an hour-far below the :5.30 an hour necessary for a 
wage earner to lift a family of four out of poverty. 

And :he minimum wage law has not changed in six years even though the cost of 
living has increased 25 percent, reducing the real value of the $3.35 minimum to $2.50. 

To this country's shame, only one-third of unemployed workers jre getting 
unemployment ;nsurance payments. 
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But not only the unemployed and the minimum wage workers are suffering. 
America's middle class has seen a drop in its family income buying power. 

Median annual income for all American families—measured in dollars of constant 
buying power— dropped percent from 1979 to 1985— from $29,029 in 1979 to $27,735 
in I985. The loss of family income would have been far bigger if there had not been a 
huge increase in the proportion of two-earner families since 1980. In fact, the average 
Amei 'Can worker lost eight percent m the buying power of his or her total weekly 
earnings from 1979 to the end of 1986. 

Jobs paying at least a decent hving wage are the key to a sound economy and to a 
healthy soQet>. Low-wage jobs are not a solution to this nation's economic problems. 

-Yet a recent report issued recently by i*ie 3oint Economic Committee shows that 
jobs added to the economy between 1979 and I98<f were disproportionately at the low end 
of the wage and salary scale; 97 percent of the job gams, amor g white men were below 
$7,000 a year, and minority men and womeri are also suf ''.ng from a reversal of the 
trend toward higher wages for minority men in 'he 1970s. 

The de-industrialization of America with plant shutdowns and mass layoffs 
resulting from massive trade deficits and waves of unregulated corporate mergers and 
takeovers are adding to the elimination of job:> that have been the foundation of America's 
solid, middle-income, middle-class society. 

Changing technology, shifts m the structure of industries and occupations, new 
patterns of international trade and interna iionai economic competition, and shifts m the 
American labor force have also contributed to job loss and persistent high unemployment. 

The Labor Department has made two studies of displaced workv s whose jobs were 
abolished or plants shut down since January 197^. They found that about 11 million 
workv^rs lost their jobs in each of two five-year periods, about jO percent of them in basic 
manufacturing industries, and that one-third of the displaced u^orkers were unemployed or 
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out of the labor force at the end of the second five>year period. The average real earnings 
loss for displaced workers who subsequently found a job was 10 to 15 percent— but 
30 percent of the re-employed blue-collar workers and 2k percent of the re-employed 
white-collar workers had earnings losses of 25 percent or more. The loss of a job often 
means loss of pension rights and loss of family health insurance protection as well as loss 
of earnings and income. 

This adds to the accumulating evidence that the shift of jobs from goods 
production to service and sales jobs is leading to fewer middle-income jobs and more low 
wage jobs. 

We seem to be moving toward a split-level economy with high-pay, high-skill jobs 
for a few executives, scientists, engineers, professionals, and nianagers at the top, with 
more low-pay, low-skill, part-time, temporary, high-turnover jobs at th*» bottom --but 
fewer and fewer middle-level, good-pay, permanent, full-time jobs, the kind of jobs that 
offer hope and opportunity and entry into the m^.instream of American life. 

Whatever the combination of causes, the stark reality for millions of Americans is 
persistent unemployment and under-employment and low incomes and poverty. 

Unemployment is not a small, temporary problem which affects only a limited 
number of Americans. It is j big, persistent national problem with very serious costs and 
consequences for America. 
/ Unfortunately traditional "safety net" protections for jobless workers have been 

seriously cut and weakened during the last seven years. While two out of every three 
jobless workers get no unemployment compensation payments at all, those lucky enough to 
get unemployment ccDpensation find their payments average less than one-third of 
average weekly waj^es covered by unemployment insurance and less than three-fifths of 
the official poverty iip.e (cr a family of four. 
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The economic costs are horrendous. For every one percent of unemployment, 
\l America loses at !e, $100 billion in unproduced goods and services, and the federal 

treasury loses $30 billion in lost tax revenues and extra welfare and unemployment 
compensation costs. 

You cannot put numbers on all the human and social costs of unemployment— but 
the bottom line is a lot of human misery. 

How are you going to put bread on the table? How are you going to make the 
mortgage payments? How are you going to pay the medical bills for yourself and your 
spouse and your children? 

Ti .^e questions bring daily crisis and daily tragedy for millions of jobless workers 
and their faniilies. 

Even those who work do not necessarily escape poverty because some workers 
don't earn enough to lift themselves and their families out of poverty. In I98(f, there were 
more that 9 million people living below the official poverty level who worked for at least 
part of the year, and nearly one-third of them were working full-time year-round, 
according to the Census Bureau. Furthermore, about one out of every six families in 
poverty had two workers in the labor force. Even the minimum-wage worker lucky enough 
to get a full-time, year-round job earns than $7,000 a year--36 percent below the 
current poverty line of $1 1,000 a year. 

The co-t of living has increased more than 70 percent since Congress planned the 
adjustments that finally led to $3.35 an hour in 1981. To restore the buying power of 
$2.65 in 1978, a minimum wage of at least .^(f.60 is necessary now. 

Working women suffer particularly from low and discriminatory pay structures. 
They would benefit from action to achieve true pay equity. All working par^ .ts need day 
care and parental leave and other family protection legislation. 
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AII workers would benefit from organizing, but life in the workplace too often 
includes anti-union activity and invasion of workers' privacy by employers. For example, 
the use of the polygraph to intimidate employees occurs all too often. 

Too often workers' rights ar^ violated directly by management in collusion with 
sophisticated, expensive, union-busting "consultants." And too often these rights are 
violated indirectly, as, for example, by "double-breasting" construction contractors who 
set up low-wage non-union companies to compete with their own unionized operations. 

In its role as the general protector of the standards of our society, the federal 
government has a role to play in stemming destructive forces, easing transitions as our 
economic base is rearranged, and protecting the well-being and rights of the individuals 
who are caught up in this maelstrom of change. 

Although it is n'^t directly in this committee's jurisdiction, we cannot discuss the 
employment and unemployment situation without : tress. ng the critical need for trade 
legislation that works to reduce the trade deficit and stem the unnecessary loss of jobs 
that are being exported to riher countries. 

This comnnittee does play a significant role in developing policy that enhances the 
ability of a worker to maintain a productive place m the workforce, to mamtam his or her 
family's standard of living through employment, and to enjoy his or her individual dignity 
and rights in the workplace as in the community. 

The AFL-CIO sees a pressing need for the following to protect worker attachment 
to the workforce; 

♦ Standards to be applied to mergers, acquisitions and bankruptcy filings which 
protect the jobs, collective bargaining rights, health benefits and pension benefits of 
workers in a company which is bought, merged or declared bankrupt. 

* Plant closing legislation with advanc; notic^ » rements and other relevant 
protections for workers and local communities against "sudden death" shutdowns and mass 
layoffs. 
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♦ Construction industry legislation to prevent an employer with a cmon contract 
from unilaterally taking action to siphon jobs away from union wort^ers with whom he has 
a contract. 

♦ Legislation on issues such as parental leave and day care, which protect the job 
security of individuals while recognizing that the fulfillment of their i^riuW responsi- 
bilities is a benefit to the general society. 

To help workers cope with the increased difficulty of maintaining >^*; /^idard 
of living, efforts will be necessary in the following areas: 

♦ New minimum wage legislation to bring the lowest wage rate to a more 
equitable level offsetting the erosion of its purchasing power. 

♦ More adequate unemployment insurance to restore this bridge over economic 
dislocation to all unemployed workers. 

♦ Improved job training, not only for new labor market entrants and the 
persistently unemployed segment of zhe population, but also for the recently dislocated 
workers who have had a long history of labor market attachment but whose industry or 
skill market has disappeared. 

♦ Protection of pay equity for women to assure fair treatment for all workers. 

♦ Occupational disease compensation to provide income maintenance to those 
who lose their health and earning power to injury or illness from the workplace. 

To protect workers from being stripped of their individual dignity and rights in 
efforts to protect property or in the misapplication of a solution to general societal 
problems, there is a need for legislation: 

♦ to protect workers against invasion of privacy by polygraph, and 

♦ if necessary, to protect workers against the intimidation of random drug 
trsting or abusive actions that ignore rehabilitation. 
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Too often, workers are expected to adjust and adapt to the workplace. We are 
told to cooperate, to make concessions, to be flexible, to be restr«Med, to work harder. 
Some of those demands on workers come couched in the latest, hottest buzzword 
"competitiveness." 

But the worker alone cannot solve all the nation's problems and make us 
"competitive." Human sweat is not the only component in productivity. 

Education, training, research, investment, new technologies, rebuilt plants and a 
safe and healthy workplace all are components needed to make the worker's arm longer 
and stronger and thereby achieve the increase in productivity we all seek. 

There should be no confusion about the worker's fole in all this. Some people have 
surplus money to invest, and they can be flexible or make concessions or target their 
investment. But workers don't have surplus money, and their rent money or grocery 
money is not something they can gamble with. 

It's time for everyone--employers, the federal government and wage earners to 
pull together to put into effect government programs and policies that will do something 
to make the work environment, the economic environment, the social environment better 
for workers and their families, better for America. 

If there is no such action, things are going to go from bad to worse. We will lose 
another two million jobs in manufacturing by 1990 and lose another five million manu- 
facturing jobs by the year 2C00. 

If we don't do what needs to be done, there will be a permanent underclass of four 
to six million unemployed in a polarized two-tier society with America's middle class 
disappearing and everyone's standard of living sinking lower and lower. 

Mr. Chairman, I appreciate this opportunity to present some of the concerns of 
the AFUCIO. Thank you. 
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The Chairman. That is an excellent su'-nmation, Mr. Donahue, 
and a very full agenda in terras of reaching the full opportunity for 
workers in our society. 

I am wondering if just initially, we could address the issue of the 
trade questions. I would lik: you to address two different subjects 
in which there is a good deal of comment on and get your insight. 

One is concerning the question of the difference in pay which ac- 
counts for our competitive disadvantage. Those who make that as- 
sumption presumably support a downward trend in American 
wages as improving our 'Competitiveness. We hear a lot that Ameri- 
can workers can no longer compete. I think all of us are familiar 
with examples of where American workers are not only competing, 
but winning. We hpve seen examples out in the GM Fremont Plant 
in California, where American workers are now put-performing 
and out-producing their competitors in Japan and Western Europe. 

Tied with this is the whole question of productivity of American 
workers and its relationship with our trade problems. Could you 
talk just a little about tlie issues of compensation and productivity? 
I think that is important. It is a feature of the whole debate that I 
think we need some insight into and some truth about. 

Mr. Donahue. Senator, I think you nr. ist start that with an ex- 
amination of what are we losing and to wnom. We are carrying the 
heaviest trade deficit with Japan, and demonstrably, Japanese 
wages are nearly equal to ours, and there was a recent study the 
other day contending they are even higher than ours in order. 

So that it cannot be wages in the Japanese example. American 
workers are among the most productive in the world, so it cannot 
be a productivity question of the American v/orkers. It might have 
something to do with the number of mid-level managers in Ameri- 
can corporations. It might have something to do with our failure to 
invest in new plant and equipment overall over these years — if you 
are looking at Japan. 

If you are looking at the trade deficits that we are running in 
other nations, in Mexico and Canada, I ilnd it hard to accept the 
view that we have a $22 or $24 billion deficit in Canadian trade 
because Canadian workers are somehow, quote, "more competitive" 
than we are, that their productivity is higher. They work roughly 
for the same kinds of employers, tL<»v are the same kind of people, 
the same kind of society. I do not think that is the answer at all. 

I think that we can be competitive in the world. I think the most 
eloquent testimony I have heard is that of Amory Houghton, the 
new Congressman from x^ew York, former chairman of Corning 
Glass, who has a very si nple stonr he tells, that he sells fiber 
optics; he sells fiber optics m the United States for 50 cent5 per 
meter. He sells them in Japan for $2»00 per meter. The Japanese 
fiber optics are sold for $1.50 per meter in Japan. One wonders 
why he cannot sell hie product for 50 cents in Japan. It has some- 
thing to do, they tell him, with the Japanese "distribution system" 
and all of the other problems that are forever alluded to. 

It seems to me. Senator, that neither the pay nor the competitive 
arguments have very much to do with our failures in trade. I think 
that the wL^^le issue of being more productive has to continually be 
addressed, in ail of its parts, and that has to include investment in 
new plant and equipment, the creation of a decent working atmos- 
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phere, and all of the elements of production— not simply why isn't 
this worker more productive, or can we pay him less, and therefore 
proCd''^ cheaper product 

For years, we believod that we were the envy of the world be- 
cause we had the highest wages and the highest standard of living, 
and we are enormously proud of that. Now, suddenly, that has 
become a terribly serious handicap to us, and I guess we must be 
prepared to give it up. I do not think that is the answer at all. I 
think that the answer lies in trade policies which would truly 
make us competitive in other people's marketplaces. I do not think 
that we can build borders around this country and keep other peo- 
ple's products out. 

I do think we have to take a look at a trade deficit which is run- 
ning over $170 billion last year, and find the ways by which to 
reduce that deficit. 

I did not agree with the approach on Gramm-Rudman, but it 
seemed to have echoes in the country and support. I would like to 
see the Congress take the same approach with the trade deficit. It 
is $170 billion, it is intolerable, it has been climbing every year. We 
were told two years ago that the change in the value of the dollar 
would solve the problem. It has not. We are told now that trade 
negotiations over the next four years will solve the problem. It will 
not. 

The solution to our trade deficit, I think ought to be to take a 
look at it, cut it in four pieces, and let us get rid of 25 percent of it 
every year for the next four years. Let us tell the Japanese not 
that they cannot ship their product in here, but that they have to 
ensure that we sell that much product in their country, that we 
will cut their deficits by having moire exports into their markets. 

If we do that Ihen we are going to have a competitive economy; 
then we are going to have industries which are developing first-line 
products and able to carry out the R and D and develop the second 
generation, third generation, fourth generation products. We are 
losing that ability totally now. We are losing the ability to carry 
out the R and D, and we are eventually going to lose those future- 
generation products. 

The prospect for manufacturing in this country is a very glum 
one, and I think if I were in manufacturing as an investment, I 
would probably put my money someplace else. 

We have to change the trade policies if we are going to have a 
"competitive" manufacturing industry. 

^ The Chairman. That is an interesting idea aboMt the trade defi- 
cit and Gramm-Rudman. I had not heard that one. 

Let me ask you just to talk on the minimum wage issue. We are 
going to be addressing that issue one way or the other in this Con- 
gress, and I know in terms of trying to give consideration as to 
what that figure may be, that is still under consideration. 

But I am wondering if you would address that question for us for 
a moment? The point is made that actually the total numbers that 
are being paid minimum wage are not really that high, that if *t is 
part-time work, we heard the Secretary indicate about 75 percent 
of the people want the part-time work. That runs contrary to the 
figures that we have, which indicate about 80 percent of the people 
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that are part-time would like full-time work. It was interesting get- 
ting into the different studies on this question. 

But could you talk about what the implications would be on this? 
You^ heard this morning the argument made that, if we raise the 
minimum wage, we are going to be throwing thousands of workers 
now out of work, and this is a disservice to the working people of 
our country. That is one of the other myths, I think, on th\s ques- 
tion. It is going to be inflationary; it is going to add to our nc ncom- 
petitiveness, even though I do not think people who are making the 
minimum wage are producing, probably, the kinds of products that 
are involved in international competition, but that is an element 
that I have heard raised, throwing people out of work. These are 
some of the argumenla that are raised on thir; issue, and I would be 
interested in your response to those who raise them. 

Mr. Donahue. Senator, earlier this morning, I watched Secretary 
Brock say on the television that there were very few people isaia- 
ing the minimum wage in this country. And I was heartened by 
that, because that ought to mean that there will be practically no 
opposition to raising it. [Laughter.] 

If no one makes it, then who cares about it? We may as well 
raise it up. 

I would like to just step back from the immediate issue end take 
a look at what is the minimum wage and why do we have it. We 
have it to try to help people to earn some minimum level of 
income, to cut out the kind of barbaric and exploitive competition 
for workers that had existed prior to its enactment. And we said 
that it ought to be at a level somewhere near 50 percent of an aver- 
se manufacturing wage. I am struck by how much all of these 
things reflect the kind of thing Senator Simon was addressing in 
the growing disparity of income in this country. 

So we have tried for years to see to it that that minimum wage 
level was maintained, that we ought to have a wage somewhere 



compress the spread of wages; that will give people mcentives to 
work; that will give people mcentives to improve their working op- 
portunity. 

That is ;early not the case today. To be at that level today, you 
would have to be at about $4.60. 1 think that what this Committev 
ought to look to is the development of a percentage formula for the 
minimum wage. We think it ought to be in that 50 percent range, 
and to get there, there is a mechanical way of taking the July aver- 
age, setting 5 percent of that July average in any given year on the 
assumption that within the next year it erodes sufficiently to be 
close to the 50 percent figure, and peg it at that percentage figure. 

Now, that would mean an immediate increase to about $4.60, 
$4.70. At that point, I think I would conclude m; testimony. Sena- 
tor, on this subject, because from there on--I have always been told 
politics is thie art of the possible, and I do not know if you can 
manage $4.60 immediately. I think you should. I think this Com- 
mittee should, and I think the Congress should. 

But I do think that when the value of the minimum wage is re- 
stored, when it comes back into that 50 percent, 51, 52 percent rela- 
tionship, then it should be pegged at a percentf^ge figure, ar. the 
adjustment should be automatic thereafter. We worked very hard 
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for that change in the 1977-78 law, and at the last minute, lost on 
that issue. But I think that ought to be the goal of the Committee, 
Senator. 

The Chairman. Would you please comment about the displaced 
workers? We always hear from those opposed to increasing the 
minimum wage, that restoring it will result in a loss of a number 
of jobs. As I understand the six seminal studies that have been 
done, when there has been an increase of minimum wage, it has 
actually indicated that there has been an expansion of employment 
in invo of those, and that there is not the data to support that it 
means the displacement of workers. That is at least the informa- 
tion that has been available to me. I do not know whether you 
have something different. It seems to me to be extraordinary to 
have the spokesmen for working people talking about an increase 
in minimum wage if it ib <;oing to spill over in the loss of employ- 
ment for people. It does not seem to me that that would make a 
great deal of sense. 

But I would be interested if you have any comments or wish to 
submit anything for the record on that. 

Mr. Donahue. There are those issues that just will not die, and 
this is one of them, that has been debated and argued about in this 
chamber and others for, I would guess, the last 50 years, 45 years. 
And there has been study after study after study after study, none 
of which support the proposition that the minimum wage is de- 
structive of employment, or increasing the minimum destroys em- 
ployment. But the issue will not die. 

I thought it was going to die, I guess, two amendments ago when 
we had a blue ribbon commission, and we had an exhaustive analy- 
sis of the issue, and they concluded that that was not true. But it 
has not died. It will be back, and Senator, as long as you are here 
and Senator Simon is here in this Congress, it will be facing you 
every time anybody deals with this minimum wage issue; and 
someone will suggest that, well, we should not act, we ought to 
have another study, and that will consume another year and a half 
of time. 

I would like to ask Rudy Oswald to comment on that. He has 
been involved in probably every examination of those minimum in- 
creases over the years. 

The Chairman. Yes? 

Mr. Oswald. Senator, in general, practically each time the mini- 
mum wage has gone up, employment has also increased. But I 
think part of it is that people are not really speaking about in- 
creases in the minimum wage. They are talking about bringing it 
back to where it was. So it is not that the real minimum wage is 
going up; it is just that it is being readjusted to the same relation- 
ship it once had. And when people talk about increasing unemploy- 
ment, they talk of it as if there were real increases in the mini- 
mum wage, rather than just adjustments, and they do not make 
that distinction. 

Mr. Donahue. I think. Senator, just one other point on minimum 
wage. Some of the earlier testimony talked of it m terms of "youth 
employment". Well, it is not "youth employment"; it is "adult em- 
ployment". It is the employment of lots of single heads of families. 
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it is the employment of adult women and adult men who are forced 
into minimum wage jobs. 

If it were just a youth problem, you would not have dealt as you 
have over the last 15 years with the argument about a sub-mini- 
mum for youth. There would not have been such an argument. Ob- 
viously, the people who propel the argument for a sub-minimum 
for youth recognize that there are adults at that minimum wage. 
That minimum at $3.35 is not doing those adults a bit of good. 

The Chairman. Let me just ask a final question, a more philo- 
sophical question, and that is if you could tell us a little bit about 
the mood of the American worker, the industrial worker, at this 
time. Is there a very deep kind of anxiety and concern in terms of 
their whole future employment possibilities and how they view the 
future in terms of their children? You spend a good deal of time, I 
know, visiting these people out across this country, and I would be 
interested in what you might tell us you are hearing from those 
who are out there producing the real wealth of this country, and 
that is in terms of their skills and their talents, taking these vari- 
ous raw materials and manufacturing and providing for our nation- 
al security and our national wealth and our national being. 

What are you hearing now? 

Mr. Donahue. I would guess. Senator, I would characterize it in 
three words. I would say they are scared for their short-term pros- 
pects, depressed about their long-term prospects, and worried— 
gravely worried— about the future of their children and their abili- 
ty to work and live in this country. 

The Chairman. Do you find that that is different, really, from 
what you have seen over, say 

Mr. Donahue. Of course, surely. I think there was always, a 
mood of hope among people. I have not, and I do not think you 
have known, an age in this country when people did not have the 
expectation that their Idds were going to do better than they did, 
that there was some brighter prospect for them out there. 

Our people do not feel that today at all. They feel their kids will 
be lucky to hang onto the kind of tenuous ejdstence that they have. 

I spent some time out in the Monongahela Valley, talking to un- 
employed steelworkers, and it is the most depressing experience of 
your life. These are people who have spent 13, 15, 20 yeara in the 
plant, and there is no job for them, no work for them, nothing in 
the area for them. They face the disruptions of moving, if they 
could find other jobs, and so forth. 

The people who are working, not just in those areas, but all over 
the country, know those stories all too well. There if hardly a day 
you can pick up the paper, and ycu do not read that story, of a 
number of workers facing imminent layoff. It was GE yesterday, it 
was AT&T last month, it was GM at the same time. Barely a day 
goes by that there is not that announcement ir the paper that 
somebody has merged with somebody, and he is closing the plant in 
Wichita, or simply moving production offshore, or ^yhatever. 

I remember very clearly talking to a steelworker in AUentown, 
Pennsylvania last year. It was in a Q and A session in a meeting 
we had. And he got up and said, "I worked at Bethlehem for 13 
years. I have been laid off. I went to the employment service. They 
tell me I am eligible for Trade Adjustment Assistance, I am eligible 
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for retraining allowances, relocation allowances, a stipend while I 
am training, and so forth. But," he said, '*they do not have any 
money. What should I do?" 

I had no idea what to tell him, no idea in God's world what to 
tell him to do, because TAA, for all practical purposes, does not 
exist, and under the current budget it is proposed that it disappear 
entirely. 

I think the mood of people in that kind of employment is de- 
pressed. They are scared, depressed and worried. I think the people 
who work in our service industries, with which I am far more fa- 
miliar, since I come from the Service Employees' Union, see very 
little hope for their ever improving their conditions in their hospi- 
tal, in their janitorial jobs, in their restaurant jobs, or whatever. 
They do not see that bright, new world out there for themselves or 
for their children. 

The Chairman. Senator Simon? 

Senator Simon. Maybe we ought to stop right at that last point, 
because that really is vital. But I will take the politician's preroga- 
tive of asking just a couple of questions. 

What is the average manufacturing wage? I am interested in 
your theory of tying it to 

Mr. Donahue. It is about $400 per week, $390-some. 

Senator Simon. But in hourly terms, it would be what? 

Mr. Donahue. About $9.70 to $9.75; close to $10 an hour. 

Senator Simon. Second, the one thing you did not address that 
concerns me a great deal is the use of our resources for companies 
simply to gobble up other companies rather than improving pro- 
ductivity. And if I can just use a very practical example, Borg 
Warner in Illinois was planning on building a quarter-of-a-billion- 
doUar plant. That would have been a lot of construction jobs. It 
would have been a lot of jobs once that plant was built. Instead 
now, because they are threatened, they are going to spend money 
putting names on paper, and we spend huge resources of this coun- 
try just changing titles instead of improving the productivity of 
this country. 

Do you have any comment on that? 

Mr. Donahue. V/ell, you could look at USX when it was U.S. 
Steel and before it gobbled up Marathon and ask, wouldn't it have 
been interesting if U.S. Steel had tried to spend some of that 
money in improving their plant and equipment. Would we have 
22,000 people on lock-out for six months in USX now? I do not 
think so. I think we might have a productive U.S. Steel nlant with 
new equipment, able to be competitive. 

I do not know that there is any net gain to the nation in having 
U.S. Steel or USX own Marathon Oil; yet the costs of making that 
transaction— luite apart from the transactional costs, on which the 
brokers all get rich— the costs of all of those transactions appear, 
in almost every instance, to be the closing of plant, the closing of 
facilities, and the diminution of employment opportunity. That is 
an almost given pattern. 

The Chairman. Would you just yield on that point? 

Senator Simon. Yes. 
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The Chairman. That does not even include the mterest on those 
loans which are being picked up by the average taxpayer, which is 
the average worker, as well. 

Mr. Donahue. Sure. 

The Chairman. I mean, all of those provisions, even under the 
current tax law, which means you have the dangers of the plant 
closing and they lose their jobs, but in terms of the financing and 
funding, it is being funded generally by where the money is coming 
for the taxes, and that is primarily by workers themselves who are 
out there, working. 

Mr. Donahue. Absolutely, yes. 

Senator Simon. And if I could just add— I do not mean to inter- 
rupt you once again— it is not only that tax deductibility that we 
all pick up, but by increasing that demand, you force interest rates 
up just a little more so that there is a double-whammy on the 
people of the nation. 

Mr. Donahue. Sure. Senator, I tried to say in my testimony that 
that is a subject that this Committee ought to take a look at. I can 
well imagine that the responsibilities for that kind of legislation 
may stretch across a couple of committees in the Senate. But cer- 
tainly, the employment aspects, or the disemployment aspects, of 
mergers and acquisitions is a fair subject for inquiry by this Com- 
mittee, and a fair examination of it might tell the country a good 
bit more than we know about those disemployment effects, because 
they are very clear, they are there. 

And I think the question ought to be examined of should we 
have a law which says that if the managers of a corporation decide 
te protect themselves with a "golden parachute", at just an astro- 
nomical price to the corporation and the stockholders, why should 
they be allowed to do that? Why shouldn't we require, as we do 
with pensions, that their parachute cannot be much bigger than ev- 
erybody else's, and thus create a very big umbrella, instead of a 
"golden parachute" for the few? 

I think that is a fair subject for inquiry. We do not allow that in 
the pension field. We do not allow top manners, the highest 
income-earners, to have pensions which are disproportionate to 
those of the workers in the same pension plan. I think it is a fair 
question about these "golden parachute" arrangements, and we 
might bring an end to that if they found out they had to share the 
wealth with everybody in the corporation. 

That whole subject of the continued employment of people in the 
merged companies, and the maintenance of that employment, is a 
serious one to be looked at. 

Senator Simon. Yes, I concur completely. Senator Metzenbaum is 
going to be heading the Antitrust Subcommittee, and I think we 
ought to take a good, hard look at that. The illustration you use is 
a perfect illustration. U.S. Steel bought Marathon Oil for $6.5 bil- 
lion, borrowed $5.5 billion of it. The steel plant in this country is, 
with rare exceptions, not up to what it should be. We did not 
create one new job; we did net dig one new oil well. It just did 
nothing for the economy of this country, other than to concentrate 
economic power a little more. And I think we have to be looking at 
that. 
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Let me just also indicate my agreement on your stress on the 
fact that we cannot be accepting this, what I think is a myth, that 
we are just going to become an information society or a service so- 
ciety. If we are going to maintain a standard of living in this coun- 
try, we have to manufacture things. And whether it is our tax 
laws, where I differed with my friends from the AFL-CIO— I voted 
against that tax bill that encourages the service sector or whatever 
it is— I think we have to look at trade laws and everything else to 
encourage that manufacturing sector in this country a great deal 
more than I have. And I commend you for your testimony. 

Mr. Donahue. Thank you. 

Senator Simon. Thank you, Mr. Chairman. 

The Chairman. Thank you very much. 

Thank you, Mr. Donahue, for your excellent comments. 

Mr. Donahue. Thank you, Mr. Chairman. 

The Chairman. Our next witness is Bishop Joseph Sullivan, Aux- 
iliary Bishop of the Diocese of Brookljm, Chairman of the United 
States Catholic Conference Committee on Social Development and 
World Peace. 

Bishop Sullivan, we welcome you to the Committee. 

STATEMENT OF THE MOST REVEREND JOSEPH M. SULLIVAN, 
CHAIRMAN, SOCIAL DEVELOPMENT AND WORLD PEACS COM- 
MITTEE, UNITED STATES CATHOLIC CONFERENCE, NEW YORK, 
NY 

Bishop SuLUVAN. Thank you. Senator Kennedy. 

Not only do we appreciate the opportunity to speak to you today, 
but we congratulate this Committee, for we believe to raise the 
public consciousness about the problems that you ha^ e identified of 
unemployment and poverty in this country is a great need in our 
society. In the sixties, we saw poverty at least coming to the pub- 
lic's attention as no longer an invisible problem; and except possi- 
bly for the reality of the homeless on our streets today, poverty for 
many people, and unemployment, are invisible problems to much 
of our society. 

We are grateful that you are holdings these hearings. I guess if 
there is any one point to our testimony, it would be that there 
would be the public clamor and the political will and the moral ini- 
tiative to do something about the problem; that we would do what 
the Bishops say in their pastoral, that the key to participation in 
this society is a job. And it is jobs, jobs, jobs, I think, that is the 
issue. The Bishops have placed the question in the moral context, 
that is, what does this economy do for people, what does it do to 
people, and essentially, how do people participate in shaping the 
economy. 

Our position today is not one, either as economists or experts, in 
how to resolve the problem. Even in the pastoral, we acknowledge 
that we do not have a textbook on how to solve the problem. We 
are trying to raise the American consciousness around what we 
feel is the moral dimension of the problem and to create a frame- 
work, an angle of vision, a moral vision, for critiquing the problem 
of the American society. 
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We have developed a framework which talks about principles, 
and the primary principle in our teaching is the value of the 
person, the inalienable dignity of the human being and what job- 
lessness does to a person who does not have an opportunity either 
to express himself creatively, to have some sense that he is sup- 
porting himself and his family, and the kind of concomitant social 
characteristics of behavior that result from that alienation and 
non-participation. Also, we are one family, the way an individual 
participates in the society, the solidarity with that community is 
expressed in society by participation and a job, and that is the way 
a person gains not only their own self-esteem but the esteem of 
other citizens in the society. 

We see also the need for basic human rights being protected as a 
minimum condition for protecting the person's personal dignity. 
The Bishops argue that, we have had in the great American experi- 
ment, a capacity to guarantee and to protect civil and political 
rights. What we are calling for is also for economic rights; that not 
only do people have a right to the basics of food, clothing and shel- 
ter, but an education that prepares them for life, the kind of medi- 
cal attention and care that enables them to lead a healthy life, and 
then fundamentally to participate in society through a job. 

Also, we have one other principle which we have enunciated 
which we feel is the test case of any society that calls itself 
humane and compassionate* and that is what it does for poor 
people, how does it measure itself on what it does for the poor 
people in society, people who are unable to work as well as poor 
people who are working. 

We have approached the problem, by taking the empirical data 
in these two areas, unemployment and poverty, within the context 
of a moral framework. Our ailment is that we believe the only 
way you build a healthy and a compassionate society is that you 
provide opportunity for inclusion and for participation, a sense that 
we are one human family, and that there is a major respc 'sibility 
at the Federal level for protecting the health and welfare of the 
American people. 

I think we have retreated from this vision in the past five or six 
years. I think we have gone in the direction in which we are will- 
ing to tolerate a level of unemployment unheard of in our society 
as acceptable and which the Bishops call intolerable. The only 
people who talk about affording a certain level of unemployment 
are people who are employed. I never hear people who are unem- 
ployed talking about being able to afford unemployment. 

So it seems to me that if we are going to do something, then we 
have to do something about the economy, to create a tight labor 
market, and it is our position essentially that we have to have mac- 
roeconomic policy that creates opportunity for people to participate 
in the society. 

The present situation, as we have seen from the Congressional 
Joint Economic Committee's reports, indicates a loss in the devel- 
opment of new jobs. And 60 percent of the jobs that are created, as 
Mr. Donahue has indicated, pay less than $7,000. Many of our jobs 
that we have created in our society are not only part-time, but they 
do not have the benefits and protections that accrue to people, for 
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example, so many people are left out of access to health care in 
American society today. 

We feel that there is a need, then, for us to take on the priority 
of public leadership create new jobs, and provide, job training, edu- 
cation, preparation, for people to get not only a decent job with 
ad^uate pay, but also decent working conditions and the necessary 
benefits. 

In order to do this, it seems to me we must change our attitude. I 
believe it is not only a matter of creativity, how we do it, but I 
think there has to be the political will to do it. We see what goes 
on in profiteering on Wall Street, and that all information is not 
gained legally, and that not all people who have moved ahead have 
been more entreprenerurial than others. We see so much of our in- 
dustry riddled, as we see in New York City where I come from, rid- 
dled by organized crime, and where we see what policy at the Fed- 
eral level can do when the Federal government turns its attention 
to trying to root out that kind of influence. We see the government 
putting away many people today who have infiltrated the private 
sector and control it in some ways, by power and force and even 
violence. 

We have to have a new commitment, as the Bishops say in the 
pastoral, to create the new American experiment, to move beyond 
competition, toward collaboration. We need to bring the various 
sectors of our economy together— business, labor the not-for-profit 
community, and government. It is traditional in our thinking and 
in our philosophy that government's role is not one that is a nega- 
tive role, it is a positive role, and the government can intersect 
with the private sector, making it possible by incentives, by cre- 
ative strategies, for the private sector to grow. 

We have seen it happen in other countries, as Senator Simon has 
indicated. That happens because of public policy. It is not because 
they have greater genius, in the private sector. It is a collaborative 
relationship. 

I come from a city and State where we almost went into bank- 
ruptcy a few years back in 1975. We had a great Governor, Gover- 
nor Carey, who refused to let that happen. What he did was to 
bring the banks together, the labor unions together, bring govern- 
ment together and the community together. And not only were we 
able to bring the Federal Government together and get the kind of 
aid that made survival possible, but it brought about a kind of a 
revival in New York City. The Federal Government's aid made it 
possible for us to pay off the loan, and pay it with interest, and to 
pay ahead of time. That is a commercial for New York City. 

But the point is, it showed to me a microcosm of what can be 
done when you bring the various parts of the community together. 
I believe there is a need for making that possible. I think that 
when it is not possible to do it, when there are some jobs that have 
to be created by direct job creation, not only for the public sector to 
help the private sector to do that, but then as a last guarantee to 
do it itself. When some people cannot get off welfare, and they 
have gone through the training programs, and there are no jobs in 
the private sector, then I think, what may be very unpopular and 
in some ways seems like a regression in circles down here today, 
we have to guarantee jobs to people. I believe it should be done in 
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the private sector primarily. When it cannot be done, I believe the 
government has a responsibility to see that people have work. 

I think that that is a society that not only cares about itself; it is 
a society that values its people. 

We would also look forward to seeing something done about the 
poverty problem. I do not think there is any greater face on the 
poverty problem in a sense today than the scandal of homeless 
people on our streets. 

I live in a city where there are 46,000 people on the streets of 
New York City, 26,000 to 30,000 housed every night, whether it is 
in a welfare hotel or whether it is in an armory. It is a disgrace. 

I even hear of people who have made fast fortunes in recent 
years on Wall Street who also see it as a disgrace and feel, quite 
frankly, guilty about it, that we are not taking greater initiative to 
do something about it to build housing. 

And what has ground almost to a stop here in Washington is any 
public housing, cutting constantly subsidization of housing. And if 
we do not believe that Federal policv has any impact, what we 
have done from the Seventies on in housing is what has created 
the housing problem. This is not really just people who cannot 
make it in the society. This is a society that has not made it possi- 
ble for people to make it in the society. 

So I believe that we need to do something about the poverty and 
welfare reform. There are a number of initiatives that are being 
taken. We have talked about it here in Washington, but we always 
seem to talk about it in the sense that the victim is there because 
the victim has not had either the moral initiative or the willpower 
to connect iiito society. 

I was in Chicago last week and watehed that program that Hod- 
ding Carter did on the Frederick Taylor housing to see what hap- 
pens when you segregate housing and you create that kind of high- 
rise getto housing. One thing became very clear in that presenta- 
tion. There was nobody helping the mother of the family. We have 
talked about all kinds of programs, but no one looked upon how we 
could connect that woman into society, make it possible for her and 
for her children to connect. 

So people turn away from a program, saying, "This is hopeless.'' 
And yet we have created part of the problem. We have created the 
kind of housing that has done that. We have not put the services 
there. We have not given the opportunity. 

I believe welfare reform should be on our agenda again. It has to 
be reformed. I believe we should look at the New York study that 
was recently done, which talks about welfare as transitional; wel- 
fare, where you put services up front, opportunity up front, educa- 
tion up front, and where we make it possible for people to get con- 
nected back into the society. 

What we see in our area, 70 percent of the people on welfare in 
New York City began as teenage mothers. There has got to be a 
better way for these teenage mothers. 

We have problems in New York City today of racial tensions. 
And while people will relate it to an incident, it is more than an 
incident. You cannot have 50 percent black and Hispanic young- 
sters unemployed in New York City and not expect to have inter- 
gi'oup tensions and intergroup difficulties, in a sense, of people 
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looking down on other people because they are not into the work- 
force. 

I think we have to look at welfare reform. We have to make it 
possible for people, as soon as they come on welfare, to get immedi- 
ate help, to get the services. There ought to be an expectation, 
quite frankly. I think it ought to be reciprocal in our society. Socie- 
ty has a right to expect its people to work, but the people have a 
right to expect that society provide the opportunity to work. 

I think if we are going to look at welfare reform, then we ought 
to look at how do we do it. If we really care about these people and 
respect them, it seems to me we have to not only make it possible 
for able-bodied people to get a job but provide a decent and ade- 
quate level of income for people who in fact cannot work. 

I have worked 25 years in Catholic Charities, and I can tell you 
that many of the people who are on public assistance want to work, 
that well over 90 percent even of the young mothers want to get 
out and get into a job; thev want to be independent. Welfare for 
them has become a kind of prison without walls, and they see no 
opportunity for their children and their future. 

We hear the working man saying that, who has been connected 
to the society through a job and maybe now has lost it. What about 
the person who has never had a job and never been able to be con- 
nected into society. What are we doing about it? 

I think there is a great need to start to again revive a real con- 
sciousness in this country that we have a ,ast untapped resource, 
and that is our people; that we ought to make it possible for our 
people to participate in this society, and we ought to make it possi- 
ble for people to get jobs, and when they cannot— and I can tell you 
about niany of the chronic people who cannot work— then we ought 
to provide a decent income, and we ought to do it in a way with 
dignity for them. We ought not to make it a full-time job to be on 
welfare. 

When people ask, "Why don't welfare people work?" I say, "They 
work. They work 40 hours a week, trying to deal with the welfare 
system. It is a full-time job lust being able to deal with the wel- 
fare system, not only in the kinds of constant checks that go on, 
and going downtown, and having to go for your Medicaid renewal 
and your food stamp renewal and your eligibility renewal, and 
always doing this in some way, but never being given the dollar 
that it costs to get downtown, that comes out of the welfare check 
and so on. I think we have got to take a very, very serious look and 
say if we really care about the young people, particularly in the 
central cities, the minority young people, then we have to see not 
only a job as a way into the society, but we have got to see the wel- 
fare system reformed so it makes it possible for people to get train- 
ing and to get education, to put it up front and to expect people to 
work. 

I have never had a problem, and I do not think welfare recipi- 
ents for the most part have had a problem about whether they 
wanted to work or not work. I think if we create the opportunity, 
we will see them work. 

Lastly, I would just like to say if there is one thing we would 
look for this Committee to be able to do— and reading the front 
page of the Nev/ York Times this morning, its report on these hear- 
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ings has created that kind of interest — is to see a government that 
plays a leadership role and an effective role in raisin? the con- 
sciousness level of our people so that we really care that every 
American is a valued citizen, and that v/e are not going to try to 
say that the only way we can protect the security of this nation is 
in expanding our military capacity, but that the way we will pro- 
tect the strength of this nation is by investing in our people. It 
seems to me if we could move in that direction, I do not think we 
have to worry about the threat from outside. What I am worried 
about, and what the Kerner Commission reported back in the Six- 
ties, is the threat from inside; the young people who see no future, 
because they see a society that really is not compassionate and 
does not provide opportunity. 

One concluding remark. If there is anything we would like to see 
done about this economy, it is: jobs, jobs, and jobs. 

Thank you. 

[The prepared statement of Bishop Sullivan follows:] 
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I am Bishop Joicph Sullivan, Chairman of the Social Development and World Peace 
Committee of the United States Catholic Conference. I speak today on behalf of the 
Catholic Conference, the national action agency of the American Catholic bishops. I 
appreciate this opportunity to present testimony on the issues of employment and 
poverty. 

I come before this Committee, not with any particular economic expertise, but 
rather for the purpose of calling attention to some of the moral and human dimensions of 
these issues. 



These opening lines from our recently approved p«3toral letter, Economic Justice for 
Ali set the general context for my remarks today. I want to address the question of how 
moral perspectives can shed light on policy choices In the area of employment and 
poverty. How do normative questions of vaL \ and human purpose Intersect with the hard 
data of empirical eccnomlc analysis In these areas? In short, how can wc Join the moral 
and the technical? I will then comment on the specific Issues that are the subject of 
today's hearing. 

As a basis for this discussion, let me briefly comment on the ethical framework that 
Is embodied in our pastoral letter. In line with the Homan Catholic conviction that 
Christian faith and reasoned reflection on human experience are complementary, not 
contradictory, the pastoral letter addresses Its ethical arguments both to Homan Catholics 
and to the public at large. The structure of this argument rests on several key principles; 



"Every perspective on economic life that Is human, moral, and 
Christian must be shaped by three questions: What does the 
economy do for people? What does It do to people? And how 
do people participate In It?" 
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* The dignity of the human person is the criterion against which 
every economic decision, policy, and institution must be measured. 

* Because human dignity can be realized and protected only in 
community, all people have a right to participate in the economic 
life of society. Thus, economic policies must be evaluated in light 
of the ways they Include or exclude people from sharing in the 
economic life of the nation. 

* Human rights are the minimum conditions for life in community. 
These rights Include not only civil and political rights, but also 
economic rights. All people have a right to the basic necessities of 
life such as food, shelter, medical care, education, and employment 

* All members of society have a special obligation to the poor and 
the vulnerable. Indeed one of the most fundamental tests for the 
justice or injustice of economic choices and policies is the impact 
they have on the poor. 

These principles shape the moral vision of our entire pastoral letter. However, they 
do not lead directly to conclusions about policy in areas such as employment and poverty. 
The move from moral principle to economic policy must be mediated by careful empirical 
analysis of the Issues, by a sustained effort to understand the causes of the problems, and 
by prudent efforts to assess the reel consequences of proposed policy steps. 

These basic moral perspectives do, however, provide a distinctive point of entry into 
the empirical discussion. They provide a distinctive angle of vision for the assessment of 
empirical and causal arguments about appropriate policy steps in areas such as poverty and 
employment policy. This angle of vision makes us particularly attentive to the social and 
human costs that other perspectives on policy might regard as tolerable or might even 
overlook. With this moral framework as a starting point, let me move to the specific 
issues at hand. 
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Employment 

In our pastoral letter, we assert that full employment is the foundation of a just 
economy. Human work has a special dignity and is linked to the very meaning of life. 
Pope John Paul 11 has said that work is "a key, probably the essential key, to the whole 
social question ..." Through work, human beings express themselves, actualize 
themselves. They become more human, more capable of taking responsibility for their 
lives. 

Employment, then, involves more than mere economic productivity. It has to do 
with the very identity of the human person * * how individuals see themselves. It has to do 
with their dreams and their visions for the future, with their ability to respect and love 
their fellow human beings. 

If we appreciate this special dignity that is attached to work, we begin to understand 
the tremendous social and human loss that results when millions of Americans cannot find 
work. People are, in effect, told:" "Society hjs no productive role for you, there is nc 
contribution which you can make," As a result, alienation and loss of confidence 
intensifies, leading to increased personal and social distress. 

Studies have thoroughly documented the direct and startling relationship between 
economic distress and increased mental illness, cardio-vascular disease, and infant 
deaths. High unemployment also frequently leads to greater alcoholism, drug abuse, 
family violence, and crime. Moreover, it contributes to rising social and racial tensions. 
Threatened by loss of a livelihood, workers are often tempted to look for scapegoats and 
may blame minorities, aliens, women or young people, with serious consequences for 
inter group relationships. 

Of special concern to us is the negative impact of the loss of income and 
employment on personal and family relationships. Unemployment very often results in the 
loss of the home itself. It places intense strains on families and is often a major cause of 
the disintegration of families and communities. 
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Our nation simply cannot tolerate having more than eight million workers 
unemployed. America cannot tolerate the destructive impact that joblessness has on its 
families and communities. We cannot permit the economic costs, the social upheaval, and 
the enormous human tragedy caused by unemployment. In the end, however, what we can 
least afford is the assault on human dignity that occurs every time another person is left 
without an adequate job. 

We must resist the temptation to underestimate the dimensions of this probiem. The 
official unemployment figures, as bad as they are, do not reveal the full magnitude of the 
human tragedy that is involved. As this Committee is well i.ware, there are millions of 
Americans, in addition to the roughly 8 million people who are officially unemployed, who 
are underemployed or have just given up looking for work. 

I would like to make note of a recent study of the Congressional Joint Economic 
Committee. This study noted that since 1980 the number of jobs created each year has 
declined. This study attributed the much higher unemployment rate of the 1980s to that 
slowdown in the annual rate of new job growth. But even more discouraging is the quality 
of these new jobs. Again the Joint Economic Committee found 58% of the new jobs 
created between 1979 and 1984 paid wages less than $7,000 annually. 

Careful analysis reveals that unemployment, since World War II, has been 
substantial, persistent and drifting upward Many economists argue that we cannot 
realistically reduce the unemployment rate below 6 or 7 percent. Although we recognize 
the complexities and trade-offs involved in reducing unenployment, we believe that such 
rates are simply not morally acceptable. No economy can be considered healthy when so 
many people are denied jobs by forces outside of their controL The present rates of 
unemployment would have been unthinkable only twenty years ago; they should be 
regarded as intolerable today as well 

Although my purpose here is not to describe a detailed employment policy, I do want 
to suggest some broad elements that will be necessary if we are to effectively combat 
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unemployment Fundamentally, our nation must provide jobs for those who can and should 
work and a decent income for those who cannot. The most urgent priority for domestic 
economic policy should be the creation of new jobs with adequate pay and decent working 
conditions. At present, there seems to be little endorsement of a goal of full employment, 
and even less no substantive and sustained commitment to bring it about Clearly this 
must change if we are to end the human and social devastation that joblessness brings to 
our nation. If we are to protect the basic human right to a decent job for all Americans, 
then we must have an effective national commitment to full employment 

Meeting such a goal will require a careful mix of coordinated macroeconomic policies 
and targeted employment and training programs. The fiscal and monetary policies of our 
nation should be conducted in such a way that the creation of more and better jobs is the 
first priority. While such policies aimed at economic growth are important and necessary, 
they are not sufficient in themselves. It is also necessary to develop specific policies and 
programs that target particular aspects of the unemployment problem. 

First, both the private and public sectors should be encouraged to use its creativity 
to expand and improve job training and apprenticeship programs. In particular as we 
proposed in our pastoral letter, partnerships between ousiness, labor and government 
should be pursued to accomplish this objective. The nation needs an employment strategy 
that systematically develops the technical and professional skills necessary for a 
productive, dynamic economy. The rapid pace of technological change means that 
continuing education and training are even more important than in the past 

Second, we must increase support for direct job-creation programs targeted on the 
long-term unemployed and those with special needs. The private sector must play a major 
role in this effort, for the large majority of new jobs in the United States are found there. 
However, it must be recognized that the government has a positive and indispensable role 
to play here, as welL Government funds, if used ef fectiyely, can stimulate private sector 
jobs for the long-term unemployed and for groups particularly hard to employ. In specific 
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instances where such assistance has been provided in the past, as in early programs of the 
Comprehensive Employment and Training Act (CETA), or in some recent demonstration 
programs initiated by the states, the results have been quite positive. 

I strongly urge you to do all within your power to provide adequate funding for the 
kinds of federal initiatives that are needed in job training and retraining and in job 
creation for the hard to employ. 

Finally, on this topic I would call your attention to a point that was made in our 
pastoral letter namely, that in the long term there is a need to examine and experiment 
with alternative ways to improve the quantity and quality of jobs in our nation. Expanding 
job sharing and flex time, implementing a reduced work week, job-protected family and 
medical leave, abolishing n^andatory overtime, and other strategies should continue to be 
on the agenda for public discussion* 

Before leaving the issue of employment, 1 want to make special mention of health 
care neeOs. For most Americans, a good job is one that provides free or low-cost group 
health insurance lor '.vorkers and their families. Because the U. S. is the only developed 
country except South Africa without a national system of ensuring access to health care 
for its citizens, there are now 37 million Americans who are ineligible for any public or 
private group health insurance. Of the 37 million, two-thirds to three-fourths are workers 
and their families. 

Senator Kennedy, I know that your interest in national health insurance has a long 
history. The U. S. Catholic Conference in its 1981 Pastoral Letter on Health and Health 
Care called access to health care a basic human right and endorsed national health 
insurance as the best method of providing that access. While the 100th Congress may not 
be ready to consider a comprehensive plan, there should be, at a minimum, some improved 
federal support for expanding access to health insurance for workers and for others who 
are now effectively excluded from healtn insurance coverage. In the past several years we 
have opposed cuts in the Medicaid program and have supported successful Congressional 
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initiatives to expand eligibility for Medicaid for pregnant women, children and the 
elderly. We have also supported federal mandates for employers to extend health 
insurance coverage to laid of f workers and divorced and widowed spouses. While these 
important advances, more should be done to guarantee access to health insurance and 
health care for alL 



About one in every seven Americans is poor by official standards. As we say in our 
pastoral letter, "The fact that so many are poor in a nation as wealthy as ours is a social 
and moral scandal." In our society, there should be no excuse for the extremes of 
deprivation and poverty that leave millions 'hout even the basic necessities of life. The 
moral norms of human dignity, human rights, and the "option for the poor" should compel 
all of lis to confront the bsue of poverty with a real sense of urgency. 

The faces of poverty in our midst are many and diverse. But far too many are the 
faces of children. As Senator Moynihan and others have emphasized, poverty affects 
children more severely than any age group in our nation. One set of statistics, in 
particular, bears repeating - - the fact that one in every four children unde^ the age of six 
is poor and one in every two black children under six is poor. Surely, these stark facts 
must evoke a strong commitment to reduce the levels of poverty in our midst. 

One of the most visible manifestations of poverty in America today is the increasing 
number of homeless. Federal cuts in low-income housing have greatly contributed to this 
national disgrace. 

Our pastoral letter recognizes that poverty is a complex problem. No single or 
simplistic solution will work. However, we propose several elements which we believe are 
necessary for a national strategy to deal with the problem. For example, we believe that 
the first line of attack against poverty must be to build and sustain a healthy economy 
that provides employment opportunities at Just wages for all adults who are able to work. 



Poverty 
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We urge Congress to raise the minimum wage and thereby reduce the number of people 
who work full-time and yet remain below the poverty line. We also call for vigorous 
action to remove barriers to full and equal employment for women and minorities. We say 
that self-help efforts among the.poor should be fostered by programs and policies in both 
the private and public sectors. We call for a stronger commitment to education for the 
poor, and we urge that policies and programs at all levels support and strengthen family 
life. 

Finally, we suggest that a thorough reform of the nation's welfare and income 
support programs should be undertaken. Although I recognize that many of the welfare 
issues are not within the jurisdiction of this Committee, I would like to highlight several of 
the reforms that we believe are necessary in the welfare system: 

— Welfare programs should provide more adequate levels of support. 
The median benefit for a family of three who receive both AFDC and 
food stamps and have no other income, is only about three-fourths of 
the government's official poverty line. At present only about four 
percent of poor families with children receive enough cash welfare 
benefits to lift them out of poverty. 

— Since AFDC benefits are not automatically indexed for inflation, their 
value has dropped by one-third since 1970. Most welfare benefits are 
woefully inadequate and do not provide sufficient income for the 
necessities of life. As we have stated on other occfl<>ions, we believe 
that the federal government should establish a national minimum 
standard benefit tc cover those basic human needs. 

— Welfare programs should be made available to two-parent as well as 
single-parent families. Congress should require all states to provide 
this coverage and thereby eliminate a very destructive anti-family bias 
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that is present in the AFDC program in about half the states. 

I have been pleased to see that the issue of work and welfare has received a great 
deal of attention in recent months. Allow me to make a few additional comments about 
this particular topic. The efforts of this Committee to increase Job opportunities should 
be coordinated with the Finance Committee's consideration of welfare reform, especially 
in the area of work requirements. Programs should be designed to assist recipients to 
become self-sufficient through gainful employment. This final point is especially 
important in view of our belief in the dignity of human work and the fact that 
employment, as I noted earlier, is one of the most important ways in which people 
participate in the economic life of the nation. 

Our Conference strongly supports greater efforts by the federal government to assist 
the states in the development of greater opportunities for work, education, and training 
for welfare recipients. Unfortunately, much of the discussion of this subject in the past 
several years has been in the context of short term bu<3get savings, rather than the longer 
range goals of increased self-sufficiency, reduced poverty and greater participation in 
social and economic life for the recipients* 

A Job is not only the key to participation in cociety. It ought to be a reciprocal 
expectation between society and its members. Individuals have aright to expect from 
society an opportunity to work, and society ought to expect able-bodied individuals to 
participate in the workforce. 

Too often programs for welfare recipients have been designed with only one goal in 
mind; to make the receipt of welfare benefits so distasteful that fewer will apply and 
fewer will continue to participate. Many believe that welfare recipients are unwilling to 
accept Jobs, and that work requirements will discourag j the lazy. Programs initiated 
according to such assumptions have generally not helped recipients or saved money. As is 
widely known, a number of states have been experimenting with new approaches and 
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prograiPS in this area. We believe it is important for the federal government to support 
such initiatives with greater funding and flexibility and to provide leadership in developing 
creative programs that are empowering, not punitive, for the poor. 

1 would like to suggest several principles that should govern any federal and state 
Initiatives in this area of employment and training for welfare recipients. 

1. The primary focus should be on helping families escape poverty, not just on short 
term budget savings. Programs should equip participants for Jobs that can support their 
families above the poverty line. 

2. Incentives are an important way to enhance the freedom and voluntary 
participation of individuals in the worl< force. Therefore, participants should be better off 
financially than if they did not wori< or study. The costs of child care, transportation, 
uniforms, etc., that are necessary for participation in work or training programs should be 
fuljy reimbursed, and participants should be permitted to keep most of their earnings while 
In the program, without reduction in welfare benefits. 

3. Programs should be individualized. Each AFDC parent should be treated with 
dignity and respect for her individuality. Plans for each participant should be geared to 
her special talents and circumstances, with maximum opportunity for individual choices. 
In fact, the right to choose among alternative work, education and training plans appears 
to be a major factor in the success of some of the new state programs. 

4. Ensure that young children are properly cared for. There is a distressing lack of 
safe, reliable, and affordable day care in our nation. Even middle income parents have 
great difficulty In locating and paying for child care. While there are many valid reasons 
for requiring mothers of young children to participate in work or Job training programs, we 
caution the Congress against permitting states to remove from mothers the right of free 
choice to care for their own children. 

In general, while we strongly support new federal initiatives to help make welfare 
recipients more employable, it is clear that such initiatives, treated In Isolation, will not 
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solve the employment and income needs of the poor. A mujh larger and more dominant 
pi'oblem lies in the fact that our economy is not producing enough decent Jobs to employ 
all who wont to work. Increasing numbrrs of people are working full-time at minimum 
wage jobs and i'et their families are in poverty. Thus our efforts to improve the 
employability of the poor must be complemented by policies that help to ensure that 
decent jobs are actually available. 

Conclusion 

As I noted at the beginning of my remarks, it would be a serious mistake to 
underestimate the difficulty of addressing these issi;3s of employment a'^d poverty. A 
complex web of economic and social forces has produced these problems, and the solutions 
will not be simple ones. Moreover, we must iddrcss these issu' s in the contoxt of many 
other pressing national problems and policies - - the massive federal deficit, the trade 
issues, the farm crisis, the major challenges in health care and education, etc. The 
interrelationships and the tough trade-offs among these issues must be faced squarely and 
competently. 

In particular I would emphasize a point that was raised in both our pastoral letter on 
war and peace and the letter on the economy - -namely, the terrible and destructive 
impact that the arms race has on our ability to deal with pressing social and economic 
issues. The massive Investment of human creativity and material resources in the 
production of weapons for war is an incredible drain on our society and It makes it even 
more difficult to solve problems such as poverty and unemployment* 

In the end there are fundamental moral issues embedded in these policy choices. 
Despite the complexity and the difficulty, we can do a better job of reducing 
unemployment and poverty. We simply must summon the political will, the moral vision, 
and the creativity to implement an aggressive campaign to provide adequately paid job 
opportunities for all who can work and an adequate level of income support for those who 
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cannot* For the current trends In unemployment and poverty are not only unacceptable; 
they are a serious threat to our society's future^ a scar on the face of our nation, and a 
violation of the basic norms of human dignity. 

The economic institutions of our nation and the entire world are undergoing 
significant changes, posing now realities and requiring new responses. As we struggle to 
meet this challenge^ let us not ignore the needs of the poor and the vulnerable. As we 
adjust to the new social and economic realities, we must evaluate our success not merely 
in terms of growth rates and quarterly profit margins, but also in terms of the human 
impact on people, espc;cially the poor. We must seek policies that empower the poor, 
respect their human dignity and enable them to be full participants in the economy. This 
Is an important part of the unfinished work of our nation. This is the challenge of seeking 
economic Justice fcr all. 
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You jnentloned the special dignity of human work. I am sure you 
are familiar with the recent pastoral letter of John Paul II on 
humaji work. I quot«: "Participation in the life of the community 

^ilf f°.'i?'^'?.P°^*'°?-°^ ^ employment as well as the 

right to healthfu worlung conditions, to wages and other benefits 
sufficient to provide md viduals and their families with a standard 
of living m keeping with human dignity and to the possibility of 
property ownersnip." ^ 

h,!^°Z'j}^}°^ getting into the economics-or, you may want to- 
f«m;w^W5S> individual, the dignity of the 

& ^' ^^If'^t^y of the children in that family, do yoS think that 
pJeLStiiSf?^ minimum wage as it is at the 

You were here when I gave the various figures, and I will not 
repeat them. You are famifiar with the issue. 

SuLUVAN. Yes. The minimum wage is not a just wage. 
Ihe Bishop would say the mmimum wage is not a just wage It 
does hot provide the opportunity for people to escape poverty, 
working full-time at the minimum wage. It has eroded oV^r the iS 
six years. And to think that a person either could not support him- 
self or a family on the minimum wage today, to me is most discour- 

<»,T£f'^®^;^^' ^^u"!!^'.*^® "^^^ to upgrade it-our indication is that, 
twnagere unemployment, but it primarily relates to 

. So tfiat, as you mentioned in previous testimony, we are not talk- 
lUfL^^^f" P^P^^,'" minimum wage jobs who are competing in the 
international sector We are not talking about manuf^turlng jobs 
that are going to be lost to another economy, 
fh?? y^^^i^ve .there is a very serious need to look at it. Not only 
that. Senator, but peop e talk about how do we give youngsters in- 
centive by depressing the wage-there is nothing mo.e depressing 
to a youngster than to get a depressed wage. I mean, why would 

k [°/ ^2.5° hour, an! then Siev^Khi? 

IS the way into the workforce? 

I believe in the dignity of all work. I believe that we ought not to 
w„VS' jobs." But I also beKove that to think that the 

interest a youngster, a teenager who has lived, many 
SvP w f ^P«"J "<^y kind of level, to interest him in a job is tb 
give him $2.50 an hour, I think we are kidding ourselves. 

ri£ w -^"^^i.^ ^ ^^^^^ the Voluntary Service Corps for the 
kids a stipend, It turns out roughly, if they work 
tnrougn the program to a minimum wage. Those kids get all the 
pressure from tSeir families because thiy are net coming homi 
\T"!f ""u^^y ^ contribute. And while they have been gener- 
ous kids, they have wanted to get into a Volunteer Service Corps 
program, wanted to give a year of their lives to this kind of pro- 
fhfMv hassle they get goint back into their communities is 
that they are not making enough to contribute, 
bo I do not see how we can live with the present minimum wage 

ffJV''^^^^^^ }° P"^"^!^^ ^'^'^y fo"- the worker, or incen- 
tive to young people entering the workforce. 
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The Chairman. Let me just ask, as far as the responsibility you 
have had, what is the real impact in terms of the tensions in the 
family? We want to make sure, as I am sure you do, that we are 
not just talking about the statistics, dollars and cents, but the real 
imi>act on the family in terms of the significance of that as an in- 
stitution and in terms of our society, most importantly in terms of 
individuals who are bound by very special circumstances together. 

What do you see is happening to the families that are either de- 
pendent on the minimum wage or in the lower economic strata, 
living in poverty, that group of our society that is earning below 
the poverty levd, literally living below the poverty level? We have 
about 65 percent of the fsdnilies whose children go to the Boston 
public schools who are either at the poverty level or below the pov- 
erty level. 

What is happening in those families? What do you hear from 
those families? 

Bishop SutuvAN. Well, there have been studies done, but I 
would rather relate it from personal experience. 

The Chairman. Yes, that is what I am interested in. 

Bishop SuLUVAN. We run a large agency. We are in practically 
every neighborhood in Brooklyn, Queens, in New York City. And I 
could tell you, the tension of not being able to be connected into 
the workplace with a decent income, what happens in the family 
relationships between parents, husbands and wives, in terms of 
their own relationships, what happens in terms of the tension with 
their children— it is not accidental that we have the serious prob- 
lems of molestation and child abuse, the problems of alcoholism 
and excessive drinking, for people who have this tremendous ten- 
sion and no sense of worth and of dignity. 

I eee it on the street comers of my area, where guys hang out on 
the streets— at least they have camaraderie. But the tension, the 
loss of self-esteem — I mean, the drug problem is not only for people 
in the middle-class, engaged in so-called recreational drug addic- 
tion. In terms of the drug problem, for the Idd in the street, it is 
the only job he sees that pays anything. That is one thing. That is 
why he preys on other kids to pass it around. But what you see is 
that it is a way to escape, to deal with life's problems. It vi> a way 
out the back door. 

So the drug problem, the child abuse problem, the alcoholism, 
the tension in family life, child and wifebeatings, all of this is part 
of that tension of people who really do not see that they are doing 
anything that has a spiritual kind of component to it, that they are 
making a contribution, that they are participating and have esteem 
among their colleagues, that they can go to their local clubs or 
their local comer bar and si^ down and have a drink with some 
kind of dignity with a guy fr^m the neighborhood— there is none of 
that. They look to hide away from it, they look to get away from it. 

I am not in the steel area, but to see men— AT&T in the New 
York City area, and IBM, being laid off, and women being laid 
off— all of a sudden, these are people who are never without a 
job— good educations, good jobs, and now all of a sudden, in their 
middle-fifties, many of them being excessed and coining out of the 
workplace. They do not know what to do. They have not prepared 
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for it. They have a sense thac they have lost, and they even try to 
avoid Si.cialization. 

You talk about the stigma of welfare. There is the stigma of a 
person who has recently lost his job. It ends up being an eroding of 
their self-confidence, and all the kinds of things that it creates in 
the community, in terms of the tensions in neighborhoods. The 
racial tension in New York City is very much a reflection of the 
economy. It is not just pure racism, white against black. It is the 
economic reality. We have so many kids who have dropped- out of 
schools and cannot get into the workforce and have no place to go, 
and they see no future in this society. 

So the only housing that we are building, effectively, is prisons. 
The biggest housing program in New York State is (or prisons. I 
just thmk that is a reflection of where we ; « s going. 

The Chairman. Senator Simon? 

Senator Simon. I simply want to commend you. I think you are 
absolutely right on racial tensions. I talked just a few days ago to a 
woman in the Chicago area who is unemployed, and phe says, "The 
problem is the blacks are taking the jobs away from us." And if she 
were employed, she would not be talking that way. We clearly have 
to do that. 

And you mentioned what children or young people bring home 
when they are working. One of the other things that is wrong with 
our system and why we need a jobs program is that every time 
anybody brings any money home, it is taken off of their welfare 
payment, so we discourage people from working* And low as the 
minimum wage is, I think of the small town in Illinois we heard 
about the other day, where Burger Chef advertised in tho local 
newspaper for help at the minimum wfige— one job, 37 people ap- 
plied for that job. So it is not just lifting the people who are on 
minimum wage, but it is getting a lot of people who are not even 
there up to that. We have a problem. 

Let me just add, I thought the Bishop's statement was as cuperb 
statement, and when we nave our bill drafted on the Guaraii^ed 
Job Opportunity Program, I want to submit it to you, and I hope 
we can nave your support in moving in what I sense we both feel is 
the direction we havi; to be moving. 

I thank you very much, Bishop. 

Bishw) SuLUVAN. Thank you, Senator. 

The Chairman. ITiank you very much. 

We will be calling upon you and the Conference to help and 
guide us. I would like to hear that sermon you gave to us a little 
bit around some of those Sunday sermons. [Laughter J 

Bishop SuLUVAN» Well, one interesting thing. Senator, that you 
might be interested in. I have a meeting with Tom Keane from 
New Jersey to talk to him about the pastoral. He has agreed. The 
pastoral is not a matter of Democrats or Republicans. The pastoral 
is in terms of the economy, and the economy is about the American 
people. We ought to have a bipartisan position on the economy. 

The Chairman. That is absolutely fine with me. That is the way 
it should be, and we will certainly make every attempt to have it 
that way. 

Thank you very much. Bishop. 

Bishop SuLUVAN» Thank you very much. Senator. 
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The Chairman. Our final panel of witnesses includes Barry 
Bluestone, University of Massachusetts-Boston; Professor Michael 
Harrington, of Qiif^ens C!ollege, New York; and Karen Nussbaum, 
Executive Director of 9 to 5, National Association of Working 
Women, and President .of District 925, Service Employees Interna- 
tional Union, AFL-CIO. 

We are glad to have all of you with us here today. 

Mr. Bluestone, we will start off with you, if you would be kind 
enough, please. We are glad to have you here. 

STATEMENT OF BARRY BLUESTONE, FRANK L. BOYDEN PROFES- 
SOR OF POLITiCAL ECONOMY, UNIVERSITY OF MASSACHU- 
SETTS-BOSTON; MICHAEL HARRINGTON, PROFESSOR OF PO- 
LITICAL SCIENCE, QUEENS COLLEGE, NEW YORK; AND KAREN 
NUSSBAUM, EXECUTIVE DIRECTOR, 9 TO 5, NATIONAL ASSOCIA- 
TION OF WORKING WOMEN, AND PRESIDEffT, DISTRICT 925, 
SERVICE EMPLOYEES INTERNATIONAL UNION, AFL-CIO 

Professor Bluestone. Thank you very much, Mr. Senator. 

The Chairman. We were using one of your charts here. I did not 
get a chance to respond to my Ranking Minority Member here, 
when he had all of those beautifully-colored charts earlier in the 
day, but hopefully, the weight of the evidence will be brought out 
in your comments. 

Professor Bluestone. Eventually, '.ve will be able to put ours in 
color, as well. 

Mr. Senator, for more than 50 years, the Congress has focussed 
on the question of jobs in the United States and, in particular how 
to generate them. That focus in the past has always been correct, 
because in the past, when we have generated new jobs, we have 
generated a hif^her standard of living. 

Today, hov/aver, and particularly over the last decade, the cre- 
ation of jobs per se no longer necessarily leads to higher standards 
of living. Indeed, because of the de-industrialization of America, the 
loss of jobr> in the manufacturing sector combined with the prolif- 
eration oi low-wage jobs in the services and tra<^3 economy, the 
simple number of jobs created is no longer the key issue. 

The question with which this Committee must concern itself is 
the value of those jobs—do the jobs that we are creating in the pri- 
vate sector provide individuals and families with a decent standard 
of living and provide enough consumer power to keep the Ameri- 
vxin standard of living increasing. 

As Secretary Brock pointed out earlier today, and Senator Hatch, 
the American economy has indeed created a large number of jobs, 
25 million new jobs since 1973, and more than 10 million new jobs 
since 1980. 

However, the "Great American Jobs Machine" has failed on two 
important counts: it has not been productive enough, as you have 
suggested, to reduce unemployment to anywhere near the full em- 
ployment level, and perhaps even more importantly, a large pro- 
portion of the jobs created during the past seven years have been 
extremely low-wage, while the proportion of new high-wage jobs 
being generated each year is lower than any time during the 1960s 
and 1970s. 
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Recently, I had the opportunity along with my colleague, Profes- 
sor Bennett Harrison of MIT, to prepare a report for the Joint Eco- 
nomic Committee on this question of what is the nature of the new 
jobs in America. The chart that you have displayed here comes 
from that report. There are other numbers, however, beside more 
in that chart that are of interest. 

Senator iSiMON. Mr. Chairman, may I ask on the chart, what I do 
not imderstand is how you divide the low, middle and high stra- 
tum. Could you just take 30 seconds? 

Professor Bluestone. Yes, I will. I am about ready to explain 
that. 

Senator Simon. Okay. 

Professor Bluestone. This, research used official Bureau of Labor 
Statistics data 'from the Current Population Survey and began with 
the year 1973, because it was in 1973, now 14 years ago, that the 
American average weekly wage peaked. 

We took the median wage in 1973, the wage that the middle 
person in the labor force got paid, and divided that in half to create 
what might be considered a very low wage standard. Today that 
standard would be about $7,400 in 1986 dollars. 

We also took that median and doubled it, stipulating that a high 
wage job was one that paid double that median. In 1986 dollars, 
that is roughly $29,000— by no means a very, very high— wage job. 

What we found was that if you look at the period 1963 through 
1979, ^ci. ^ing periods that included the 1971-72 recession and the 
1975 i<icession, only one out of five of the 31 million jobs created 
were low— wage by this standard, that is, paid under $7,400 in real 
dollar terms — one in five. 

If you look at the period 1979 to 1984, however, the number, as 
Senator Kennedy indicated, is closer to six out of ten, 58 percent. 

Indeed, I can add a new number that came out of the computer 
last night, in response to some questions from the Bureau of Labor 
Statistics. If you add in the year 1985, which was another growth 
year, you find that indeed we did create more higher— wage jobs in 
1985, but still, the number turns out to be 44 percent of all the new 
jobs in 1979 through 1985 were low-wage— more than double the 
proportion for the period 1963 through 1979. 

Mor^ver, when we talk about all of the high-wage job creation, 
which Secretary Brock noted, these numbers suggest that even if 
you include the very good year 1985, only one in ten, 10.3 percent 
of all the new jobs created since 1979, are so-called high-wage jobs. 

What we have found, therefore, is a proliferation of low-wage 
jobs and not anywhere near as much high-wage job creation as 
might have been suggested by earlier statistics. 

There are also several interesting trends that I think the Senate 
inust be concerned. One is that in the past, we have normally con- 
sidered this to be a problem specific to the minority community 
and specific to women. Indeed, low wages continue to be a very se- 
rious problem for those groups. 

But the proliferation now extends to all groups in the economy, 
including white men. The most startling statistic of all is that in 
terms of net job creation between 1979 and 1984, virtually all of 
the net new jobs going to white men, traditionally the most privi- 
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leged group in our economy— 97 percent— were low-wage, paying 
$7,400 or less. 

A second point that needs to be made is that in the earlier 
period, p^icularly 1973 to 1979, the nation indeed made some sig- 
nificant progress in providing better jobs for the minority commu- 
nity. In particular, black men had significant gains. But since 1979, 
many of those gains have been reversed. The proportion of high- 
wage jobs going to minority men has declined. 

Another point is that we have normally thought of the deindus- 
trialization problem as something special to the Midwest, where 
you come firom. Senator Simon, out that it is not a problem in 
other parts of the nation. What we found in our study is that the 
proliferation of low-wage employment is found nearly everywhere 
in the country; it indeed is much more severe in the Midwest but it 
is also foimd in parts of the South and in the West. 

Still another finding is that the proliferation of low wag^ is not 
restricted to people who are taking partrtime jobs. Indeed, in part- 
times the problem is severe especially since 75 percent of all the 
net new part-time jobs are going to people who want full-time jobs, 
75 percent. But it also affects full-time workers. 

The Ch/jrman. You will have to document, because Secretary 
Brock gave just the reverse. I am persuaded by your study, which I 
am familiar with, but make sure that we have the documentation 
on that. 

Professor Bluestone. Indeed we will do. We have found that 
even among year-around full-time workers there has been a prolif- 
eration of low-wage jobs— and by the way, when we extend this to 
1985, that shows up even more strikingly. 

Now, one last point, and I think this is important. People have 
attributed the dramatic shift toward low-wage work to demograph- 
ic factors, particularly the entrance of enormous numbers of yoimg, 
inexperienced workers into the labor force and the large increase 
of women into the labor force. 

And indc3d, some people take comfort in this belief, for it sug- 
gests that as these groups gain experience and skills, their wages 
will improve, and they will move out of low-wage jobs into better 
ones. 

Unfortunately, again, statistical analysis of these trends does not 
hold out the promise of such a sanguine prospect. Changes in the 
age, race and gender characteristics of the labor force do not seem 
to explain much of the growth in wage inequality since the 1970s, 
nor do these factors explain much of the growth in low-wage em- 
ployment. 

What does seem to explain growing inequality in wages and the 
proliferation of low-wage jobs are factors such as the expansion of 
involimtary part-time employment and the shift of the labor force 
out of higher-wage manufacturing into the lower-wage service econ- 
omy. 

Today about 20 percent of all the jobs in the United States in 
manufacturing pay^below that $7,400 standard, but 40 percent of 
service jobs pay that low. 

Finally, I think what we have to take into consideration is that 
many of the points made by Tom Donahue, need to be reiterated. 
in order to reverse this trend towards low-wage jobs, we must in- 
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crease productivity. We must develop fair trade policies. We need 
to organize the unorganized, and we also need to rebuild the mini- 
mum wage back to the standard that it once represented. 

We have to rebuild an opportunity society, an opportunity socie- 
ty in jobs, in education, in housing. The great bills of this country 
were the GI Bill, the FHA, the original Wagner Act. We need a 
new generation of such an opportunity society. 

Thank you very much. 

The Chairman. Thank you very much. 

[The prepared statement of Professor Bluestone follows:] 
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THE GREAT AMERICAN JOBS MACHINE: 
The Proliferation o£ Low-wage Employment in the 
U.S. Economy 



Barry' Bluestone 
Bennett Harrison [*] 



For more than a decade the United States has been in the 
er)\riable position o£ producing more new jobs than most of the 
rest of the industrialized nations combined. Indeed, Europe 
had virtually zero employment growth between 1973 and 1984, 
while the U.S. added nearly twenty million new jobs during the 
same period.* 



[*) The authors are, respectively, Frank L. Boyden Professor of 
Political Economy, University of Massachusetts-Boston; and 
Professor of Political Economy and Planning, M.I.T. This re- 
search report was prepared under contract to the Joint Economic 
Committee of the U.S. Congress and authorized by Chairman David 
Obey. Any opinions expressed in this document are those of the 
authors and do not necessarily represent the views of the Com- 
mittee. The data analyzed in this report are from the uniform 
series of March Current Population Survey files created under 
the direction of Robert D. Mare (University of Wisconsin) and 
Christopher Kinship (Northwestern University) with financial 
suppott from the National Science Foundation through grant SOC- 
7912643. We are grateful to Professors Mare and Winship and 
Warren Kubitschek for their assistance in accessing these 
files. They are, of course, not accountable for the uses to 
which we have put their data. We have also benefited from valu- 
able criticism from Sheldon Danziger, John Havens, 
Maryellen Kelley, Ronald Kutscher, Steve Quick, and Chris 
Tilly. 
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As • result, America has been justifiably termed •*The Great 
Jobs Machine," While unemployment rates are clearly much high- 
er than in previous decades * the economy has generated employ- 
ment ppport\mity for millions in the "baby boom" generation and 
for an unprecedented number of women who have entered and 
remained in the labor force, "Leaders of the Common Market end 
the Organixation for Economic Cooperation and Development 
(OECD) have been so impressed by U.S. employment gains that 
they have sent delegations across the Atlantic to learn what 
tbey can from this apparent success. 

Those charged with responsibility for current economic 
policy have been particularly pleased with recent employment 
gains. Since 1981, the total number of jobs in the U.S. has 
expanded by nearly 10 million, despite the severe 1981-82 
recession, and the grand total has grown nearly every month 
since the end of 1982. * The tax cuts initiated under the 
Reagan Administration and the expansion in the nation's money 
supply beginning in 1983 have indeed brought about a substan- 
tial economic recovery. 

Yet for all of the jubilation surrounding this ac- 
complishment, the recent employment record is not quite as good 
as the rew numbers seem to suggest. For one thing, the 
civilian labor force — the number of Americans who are working 
or who want to work — grew at an even faster pace than the 
rate of job growth. This has left the overall unemployment 
rate essentially unchanged while the absolute number of unem- 
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ployed workers has increased by nearly one-half million. More- 
over, the recent record of accomplishment is actually weaker 
than that of the period that immediately preceded it. In the 
four years 1976 to 1980, total employment rose by nearly 7.3 
million, or 1.8 million net new jobs per year. Job creation 
since 1981 has been proceeding at a rate that provides 200,000 
fewer new jobs a year. The slowdown in the annual rate of new 
job development has contributed to the much higher average un- 
employment of the 1980s. Indeed, if the earlier annual rate 
had been maintained into the mid-1980s, more than one million 
additional persons would be at work today and the civilian un- 
employment rate would be 6.3 percent, if not lower. » 

What is most important, however, is that none of the ag- 
gregate numbers reveal anything about the types of jobs created 
during this period, or how much they pay. As for the first 
Question, the record reveals a continuation into the 1980s of a 
strong "trend toward employment growth in the service sector, 
with literally no expansion whatsoever in employment in goods 
production. In fact, since 1981, the number of people employed 
in construction and manufacturing has declined by more than 
500,000, while private sector service employment (including 
transportation and public utilities; wholesale and retail 
trade; finance, insurance, and real estate; and business and 
personal services) has been responsible for all of the total 
net growth in the number of civilian jobs. Clearly, the radi- 
cal sectoral restructuring of the American economy continues 
apace. < 
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How this thift in the sectoral composition of employment 
affects the distribution of real wages and salaries— our second 
question— is obviously important if one is concerned with the 
quality as well as the quantity of job creation in the U.S. 
Both the level and distribution of wages are likely to be af- 
fected by these sectoral shifts, and (perhaps even more 
strongly) by changes in the distribution of jobs within each 
sector. The redesign of full-time into part-time jobs, the 
disproportionate growth of part-time or part-year work, and the 
spread of wage freezes and concessions from one industry to an- 
other all suggest a real decline in annual earnings. In addi- 
tion, demographic factors — including the continued rise in 
female labor force participation and the entry of the baby boom 
generation into the workforce — could also be affecting the 
wagft distribution. 

Our objective in this paper is not so grand as to 
statistically parcel out the impact of each of these diverse 
factors, but rather more modestly to provide some summary 
measures of the trends in the distribution of real labor income 
to which the various factors are contributing.^ Within that 
general framework, the particular issue we wish to address in 
the present paper is s*,raightf orward: underneath the appearance 
of substantial overall job creation since 1973, is America 
proliferating low-wage jobs and perhaps even shifting toward an 
increasingly polarized labor market structure?*'^ 

To answer these more specific questions, we investigate 
changes in the level and distribution of real annual wages and 
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salaries earned by workers during the period over which the Great 
American Jobs Machine was apparently so productive — 1973 through 
1984. Using Current Popu lation Survey (CPS) data from the U.S. 
census, we tabulate the net new employment generated over this period 
according to whether the additional workers earned "high", "middle", 
or "low" real annual wages. Thes3 wage distributions are then recal- 
culated by industrial sector, region, age, race, gender, education, 
and on the basis of whether the workers in question were employed 
full-time and year-round. Finally, we compare changes in the propor- 
tions of workers falling into these three earnings categories between 
two subperiods: 1973-1979 and 1979-1984. The comparison allows us to 
ascertain just how "good" the most recent job gains have been, at 
least in terms of income generation. 
What do these statistics reveal? 

- Compared to the first subperiod (1973-1979), the net 
new employment created between 1979 and 1984 has occurred 
disproportionately at the low extreme of the wage and 
salary distribution (i.e. below $7,000 in 1984 dollars). 
Specifically, during the XSlOs about one out of every 
five net additional wage-earners found a job (or jobs) 
paying as little as $7,000. Since 1979, that fraction 
has risen to nearly six in ten. 

- During the second subperiod (1979-1984), the number 

or workers with earnings as high or higher than the 1973 
mi^.dian ($14,024 in 1984 dollars) actually declined by 
iQT-j While workers with earnings less than the 

I IzJ!"^^^^^ increased by some 9.9 million. (see 
Appendix B) . While there have been some high-wage jobs 
created during this period, on a net basis, all of the 
employment increase experienced since 1979 has been 
generated by the creation cf jobs which paid less than 
the median wage in 1973. Thus while the "middle wage" 
earnings category shows some growth during this sub- 
period, this growth was concentrated at the bottom end 
of the category (between 50% and 100% of the 1973 median). 
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r Of tht tttjor deaogrtphic groups in the U.S., 
whitt &tn havt bttn tht biggest losers, suggest- 
ing the incressingly universil i»psct of these 
chmges in the wage structure. Ko longer ere 
the -working poor- restricted' to wo&en and those 
who ere members of minority groups. Between 
1973 end 1979, fewer then one out of every four 
new jobs teKen by white »en fell into the low 
wege category. Since 1979, however, nearly 97 
percent of net eaploynent gains aaong white sen 
have been in the low wage stratum. During the 
same period, white mtn have experienced a net 
loss of one million jobs paying $28,000 or more 
in 1984 dollars. 

- Between the 1970s and the 1980s, white women 
continued to shov# small gains in their access to 
higher wage jobs, but unlike the case in the 
earlier period, the proportion of such workers 
in low wage employment also increased. Thus 
employment for white women has shown a slight 
tendency toward polarization — a growth in the 
low and high wage extremes of the distribution 
et the expense of the middle. 

- Employment for both minority men and minority 
women shows a renewed trend toward low wages. 
Notable in this regard is the apparent reversal 
of the trend toward higher wage job op- 
portunities for black men which was observed 
during much of the 1970s. 

- The disproportionate expansion' of the low-wage 
sector is found to be especially prevalent among 
younger workers (age 16-34). However, it is not 
restricted to them: it is also evident among 
older workers, those 35 years of age and older. 
Hence, the shift toward low-wage employment can- 
not be dismissed simply as a consequence of 
baby-boomers entering the workforce in the 
1970s. 

- The trend toward low-wage employment is found 
in all regions of the country, but it is sub- 
stantially more pronounced in the Midwest. In 
the hard* hit industrial and agricultural Mid- 
western states, middle- and high-wage employ- 
ment declined between 1979 and 1984 by more than 
a million jobs, while the number of low-wage 
jobs increased by more than 900,000. In no 
other part of the country have the income ef- 
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downvard vage mobility — been eo pronounced- 

f 

- The tendency toward low wages hclds for year- 
round, full-time worker! as well as for tho^e 
who do not work as often during the year. This 
inplies that it is not merely the increase in 
part-tine work that is responsible for low an- 
nual wages. The underlying distribution of 
hourly or weekly wage rates appears to be shif t- 
ino toward the low-wage extrene as well, al- 
though we do not r.i«sure weeks or hours directly 
in this paper.* 

" In sun, the economic restructuring of the 
1980s — including the loss of jobs in the 
manufacturing sector, the continued growth of 
the service economy, and the reorganization of 
work toward aore part-time schedules — has left 
in its wake a proliferation of low-wage jobs. 
It this pattern of development continues, the 
standard of living of a growing proportion of 
the American workforce will be significantly 
jeopardized, ' 
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Mtagurina the Dittributlon of Re>l Woes 

In ttudyinc? devslopaentt in labor narket co&pentation, re- 
••archtrt generally focus either on changes in the average 
a»vl of real wages from one period to the next or on the 
chtnginff distribution of nominal wages around sone standard 
such as the ff^dian in each period. The first of these measures 
is useful as a rough indicator of the buying power associated 
with the average weekly or hourly wage paid in the eccnony. 
The second provides a measure of how equally or unequally wages 
are distributed in each period, independent of real buying 
power. As such, the two measures serve very different func- 
tions . 

To meet our purpose of investigating the distribution of 
real wages over time, we find it desirable to combine the at- 
tributes of these two measures into a single indicator. The 
new measure can then be used to directly ascertain how many 
workers in each period can afford a given living standard based 
on the wages they receive. With respect to such a standard, it 
becomes possible to measure not only the average wage over time 
after adjusting for inflation, but also to keep track of how 
sany workers fall into into any particular segment of the earn- 
ings distribution, e.g. the •^low", "middle" or •^high" end of 
the wage spectrum. 
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The wage standard that we have developed for use in this 
research is str^'ghtforward in its construction. We chose as 
the basic standard the 1973 nominal median annual vage and 
salary income for all workers aged 16 and over.* Ttis Mas the 
year in which the median annual real wage reached its post* 
World War II peak of $6,000 (calculated in 1973 terms) The 
low-wage cutoff for 1973 was then set, somewhat arbitrarily, at 
half (50%) of this median. Similarly, a high wage cutoff was 
set at double (200%) the median. This provided the "low", 
•*middle**, and "high" wage strata for 1973. 

Median standards for later years were then developed by 
adjusting the nominal 1973 median wage of 56,000 for subsequent 
price inflation, using the all commodities consumer price index 
(CFI). Each of these inflation adjusted medians was then mal*- 
tiplied by 50% and 200% to obtain low and high wage standards 
for the later years. For this paper, we have prepared 
statistics for 1979 and 1984 for comparison with 1973. These 
years constitute trte pea)cs of their respective business cycles, 
in terms of gN? growth. This procedure yields the standards 
listed in Table 1. 
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Table 1 



Wage Stratification Standards 
1973, 1979, and 1984 
(Current Dollars) 



LOW CUTOFF 



HIGH CUTOFF 



1973 



$3,000 



$12,000 



1979 



4,900 



19,600 



1984 



7,012 



28,048 



Source; 



Calculations from Uniform CPS 
(Mare-Winship) data files. 



Thus, for example, in 1984 a nominal annual wage of ap- 
proximately $7,000 or less placed a worker in the low wage 
stratum. Such a worker would have a raal wage no greater than 
a person earning $3,000 or less in 1973, or $4,900 in 1979. 
Conversely, to fall into the high wage stratum, workeis needed 
to earn $28,000 or more in 1984 — which would place them at a 
wage equivalent in real terms to $12,000 in 1973 or $19,600 in 
1979. 

Calculating Net New Job Growth by Wage stratum 

In deriving estimates of low-, middle-, and high-wage 
employment, we are not only interested in the total number of 
such jobs existing in a given year, but wish to estimate what 
proportions of net new employment generated over any given pe- 
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riod o£ time fall into these wage strata. To calculate such 
numbers, we have relied on the following method: 



- First, the number of workers falling into each 
wage stratum was calculated for 1973, 1979, and 
1984, as well as the employment totals for each 
year. 

- Second, for each pair of years, we computed 
the net change in the number of workers in each 
stratum. This is the closest it is possible to 
come with CPS data to estimating net job 
"creation" by wage level. 

- Third, the change in employment in each 
stratum was divided by the total change in net 
employment between pairs of years. 



Suppose, for example, that the numbers of low, middle, and high 
wage employees in each of three years were as follows: 



low-wage 

middle-wage 

high-wage 

total 



Change Percentage 
Shares 



tx 


t2 


t3 


t2.1 


t3.2 


t2-X 


t3-2 


5 


8 


12 


3 


4 


42.9% 


80.0% 


10 


12 


13 


2 


1 


28.6 


20.0 


5 


7 


7 


2 


0 


28.6 


0.0 


20 


27 


32 


7 


5 


100% 


100% 



In this example, the low-wage segment grew between tx and t2 by 
(8-5=) 3 out of a total employment increment of (27-20=) 7, 
Thus 3/7 (42.9 percent) of the net new employment was iow-wage* 
Puring the subsequent period tz to ta , employment at low wages 
grew by (12-8=) 4, out of a total net employment increment of 
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<32-27«) 5, 80 that 80 percent of the new employment op- 
portunities were low-w&ge. Comparing the changes from the 
first period to the second, we see that the incidence of new 
low-wage employment clearly increased — indeed, it almost 
doubled in this example. Moreover, the shift in the structure 
of lemployment opportunities by wage level occurred at the ex- 
pense of the '*middle"*'-whose incremental share fell from 
(12-10)/{27-20) or 28.6 percent to (13-12) / (32-27 ) or 20 
percent — and (in this example) at the expense of the top, as 
well. 

Some Methodological Considerations 

The rata Set - The ideal data set for this study would in 
elude information on the jobs and wages actually offered by 
employers. Unfortunately, the only source of such data is the 
unemployment insurance records collected by the state employ- 
S)2nt service agencies for the U.S. Department of Labor (the 
DOL's ES-202 reports). These are highly confidential and gener 
ally unavailable to outside researchers for all but the most 
limited sorts of officially authorized inquiries. And in any 
case, the ES-202 data tell us nothing about the demographic 
characteristics of wor)cers, i.e. what types of people are 
receiving which levels of wages. For both reasons, it was 
necessary for us to turn elsewhere to find an appropriate data 
base. 
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Like so nciny other rtstarchers, He finally chose to use 
the nost standard source of t^ployment and vage data, the U.S. 
Census Bureau's March Current Population Survey. Fortunately, 
we had access to a sptcial CPS data set known as the March CPS 
Uniform File, which provides gtnerally consistent variable 
codes for each of the annual March cross-sections going back to 
March 1964. This data set makes it possible to use the same 
computer programs to access comparable data from any of the 
1964-85 CPS data sets. Created under the direction of Profes- 
sors Robert D. Mare of the University of Wisconsin and 
Christopher Winship of Northwestern University, the uniform 
file is also easier to access than the standard CPS because it 
eliminates the hierarchical (household-family-individual) data 
structure used on the government-supplied tapes. This is par- 
ticularly helpful for studies involving individuals rather than 
households or families. Since the early 1970s, each year of 
the data series includes information on anywhere from 130,000 
to 161,000 randomly selected individuals. 

For each of these individuals, we have selected basic 
demographic information (age, race, sex, and education), in- 
formation about industry attachment and region of residence, 
and finally data on annual wages and salaries earned during the 
year previous to the March survey. We have also kept track of 
each employee's work experience, i.e. whether or not they 
worked year-round full-time. Any individual aged 16 and over 
with non-zero wage and salary income in a given year is in- 
cluded in our sample.* > 
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Time Period of Analysis - Popular interest in the «eeinino- 
ly remarkable job-generating capacity of the U.S. economy dates 
from roughly 1973, so that is where ve have chosen to begin 
this study. In order to see whether the incidence of very low 
and very high wage net enploytnent growth has changed since 
1973, we divided the period into two sub-periods. He chose 
1973«^.79 and 1979-84 (the most recent year of data available to 
us 9t the time of writing) . 

Why did we choose these particular dates? Both 1973 and 
1979 represent cyclical lows in annual unemployment rates, 
while 1984 represents the lowest unemployment rate year avail- 
able in the CPS files since 1979. We performed sensitivity 
analyses to test for stability in our wage distribution 
results. For example, we found that, in general, substituting 
1973-1978 for 1973-1979 and 1978-1984 for 1979-1984 made little 
difference in the empirical estimates of the densities of the 
low and high wage strata of the wage distribution. However, as 
expected, using data for years at very different points in the 
business cycle provided results that were seriously distorted, 
presumably by large cyclical changes in hours worked per 
year.^< In contrast, what we are after in this exercise are 
secular trends. 

Alternative Wage standards - The wage standard used in 
this research is subject to at least two possible criticisms. 
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One i« that the all commodities CPI may not be the correct 
measure to use as the inflation factor. While virtually all 
labor economists have historically used the CPI to adjust wages' 
for inflation, the U.S. Bureau of Economic Analysis (BEA) , 
which is responsible for the official National Income and Pro~ 
duct Accounts, adjusts its individual income series by the im^ 
plicit price deflator for personal consumption expenditures 
(PJE) . The PCE deflator rose by 6.6% per year from 1970-1984, 
slightly slower than the 7.0% annual growth of the CPI.>» Con- 
sequently, using the PCE as the deflator yields a somewhat 
lower wage cutoff for both the low and high wage strata in 
later years and could therefore affect the findings. 

The second possible criticism concerns the 50% and 200% 
cutoffs used to denote the low and high wage boundaries. These 
are, of course, arbitrary and the precise cutoff levels might 
affect the qualitative results. 

To test for the sensitivity of our results to these two 
factors, we recomputed all of our estimates using the PCE as a 
substitute for the CPI deflator in deriving the low and high- 
wage standards. We also tried various wage cutoffs including 
75% of the median to denote the low wage stratum and 300% of 
the median for the high wage boundary. None of these varia- 
tions materially affected the overall results. 

The Findings 



t 
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The enpiric&l results are presented in a series of tables 
and figures.** The first set covers the entire civilian labor 
force. In subsequent tables, we look at the distribution of 
waffes and salaries vlthln gender and. race groups, by education 
Isvel, by age, by industrial sector and by region. Results are 
also presented for the especially important group of full-tine, 
year-round workers. In each case, we focus on the distribution 
of annual wage and salary income at the margin : that is, the 
distribution of labor income associated with the increment of 
**^obs created" between pairs of years. 

All Workers . In 1973, as Table 2 indicates, there were 
93.2 million persons who were employed sometime during the 
year. Nearly 30 million of them (29.6 million) earned $7,000 
or less for their effort, while 15.4 million earned $28,000 or 
jnore (in 1984 dollar terms). By our definition, then, 31.8 
percent of the workforce was low-wage while 16.6 percent were 
located at the high end of the distribution. By 1979, the 
total workforce had increased by 12.1 million to 105.3 million. 
Of this increase, only 2.4 million or 19.9 percent of the net 
new persons employed received annual wages and salaries that 
placed them within the lowest stratum. This was sufficient to 
reduce the overall proportion of low-wage workers to 30.4 per- 
cent. Almost two-thirds (64.2%) of the net new employment was 
found in jobs that paid between $7,000 and $28,000. 
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Table 2 

XMPLOYKSNT XiSVSLS AKD IKPLOYKZNT 8EAXSS 
Alili U.S. VOJUOKKS (000*s) 







KUMBER OF 
EKPIiOYEES 


EARNINGS SHARES 


SHADES OF NET 
NEV EHPLOYMENT 




1973 


1979 1984 


1973 1979 1984 


•73-79 


•79-84 


LOV STRATUM 
KJDDLn STRATUM 
HIGH STRATUM 


29648 
48107 
15441 


32063 36750 
55908 59745 
17374 16932 


31.8% 30.4% 32.4% 
51.6 53.1 52.7 
16.6 16.5 14.9 


19.9% 

64.2 

15.9 


58.0% 

47.5 

-5.5 


TOTAL 


93196 


105345 113427 


100% 100% 100% 


100% 


100% 



Source : Calculations froc Uniform CPS (Kare-Vinship) Data Files. 



By 1984 total employment had increased to more than 113 
million or 8 million more than in 197 9. But of these 8 million 
net new employees, 58 percent earned no more than $7,012 — the 
nominal dollar value that kept them in the low-wage stratum. 
Hence, nearly three fifths of the net new employment generated 
between 197 9 and 3.984 was low wage , compared with less than 
one fifth during the preceding period. 

During the same period, the number of high stratum posi- 
tions actually declined, by 5.5 percent — a loss of more than 
440,000 high wage employees. Comparing the wage stratmn shares 
In 1984 and 1979 suggests that the entire real earnings struc- 
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ture slid downward during this £ive year period* The middle 
and high stratum shares declined, while the lew-wage share grew 
significantly. Figure 1 graphically depicts this trend* 
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FIGURE 1 
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U«ino different wage standards produces qualitatively 
sinilar results • Substituting the PCE for the CPI deflator 
reduces the size of the increase in the low wage share, but the 
share of net new low-wag* employment still rises between the 
•arly'and later period from 15 to 37 percent; the proportion of 
nmt naw taploynent that pays high stratum wages declines from 
29 ptrcant to 11. 

Similarly, relying on the 75% and 300% wage boundaries 
produces essentially the same conclusion. Between 1973 and 
1979, approximately half (48.7%) cf all net new employment paid 
annual wages no greater than 75 percent of the inflation ad- 
justed median that prevailed in 1973. In the subsequent peri- 
od, nearly three-fourths (73%) of all net new employment paid 
wages this low. 

One should not conclude from these results that there was 
no high wage employment generated whatsoever after 1979. New 
high wage jobs were created, but some existing ones disappeared 
altogether. Other previously high wage jobs failed to keep up 
with inflation and therefore fell from one stratum to another. 
Consequently, there was a net loss in employment that could 
maintain buying power consistent with the high wage standard. 
Xs for the low end of the economy, a substantial proliferation 
of new low-wage jobs plus a slippage in the real value of wages 
in the middle stratum contributed to an absolute as well as a 
relative swelling of the low-wage sector.** 

Readily available BLS data have cons:.stently shown a sharp 
reduction in both average real weekly earnings and average 
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hourly wagts in the economy* Mean earnings peaked at $340 a 
Ktek in 1973 (in 1984 dollars). By 1985, they had fallen to 
$291. Keal hourly wages have declined by only a slightly 
smaller percentage, from S9.21 to S8.28,i» 

The results presented here are not only consistent with 
this trend in the average, but indicate where in the distri- 
bution the erosion is occurring. In this case, the drop in 
average earnings is found to be due to both a proliferation of 
low-wage jobs and a slippage in the high wage sector. This is 
not to deny an eicpansion in the ranks of highly paid white col- 
lar professional and technical workers, but it suggests that 
losses in other highly paid segments of the economy more than 
offset this growth at thi- top of the distribution, while low- 
wage jobs proliferated everywhere else, 

Bv Race and Gender. Has the tendency toward low wages 
been manifest for all demographic groups? The answer is esser- 
tially "yes", but there are some significant variations on this 
theme, as demonstrated in Table 3* Note particularly the 
striking results for white men. In the 1973-1979 period, near- 
ly 77 percent of their net new employaent fell in the middle 
and upper strata. But ir the subsequent period, there was an 
astonishing collupse of high wage employment and virtually all 
of the net job growth occurred in the low-wage sector. Only 3 
percent of the two million net additional white male earners 
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w«rt found in eiaploy^ent outside the low stratum — in employ- 
laent that paid more than $7,000 in 1984! It would be difficult 
to imagine a clearer indication of the tendency toward the 
proliferation of low wage work* 
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Table 3 

XKPLOYXKKT hXVXhS AKD KXPLOYXKKT SHAXXS^ 
BY CKKDXX AKD XACI (OOO'l) 



KUKBER or SBXXtS OF KE? 

EXPIOVCCS CXXKINCS SHAKES NCV EKPtOYKCKT 



tiiti nx 


1973 


1979 


19:4 


1973 


1979 


1984 


•73-79 


•79-84 


lOV snXTUK 
rlloohZ STXATVn 

Bzcu smruK 


9466 
25034 
13t05 


10244 
26372 
15008 


12195 
2750? 
13944 


19.6% 

51.8 

28.6 


19.8% 

51*1 

29.1 


22.7% 

51.3 

26.0 


23. 4\ 

40.3 

36.2 


96.7% 
56. 
-52.7 


TOTAL 


48305 


51624 


53642 


100% 


100% 


100% 


100% 


100% 


nXTX TOUQC 


1973 


197S 


1984 


1973 


1979 


1984 


•73-79 


•79-84 


W/" STaaTu}; 
KIDDIE STJIATUJ'. 
BZCB STUTUX 


16073 
16997 
911 


17478 
22332 
1273 


19125 
23887 
1783 


47.3% 
50.0 
2.7 


42.5% 
54.4 
3.1 


42.7% 
53.3 
4.0 


19.8% 
75.1 
5.1 


44.4% 

41.9 

13.7 


TOTAL 


33981 


41083 


44795 


100% 


100% 


100% 


100% 


If 


XOX-YIXTX xn 


197J 


1979 


1984 


1973 


1979 


1984 


•73-79 


•79-84 


LOV STXATUK 
KIDDIE STRATyji 
BICH STItATU.>i 


1574 
3691 
622 


1756 
3874 
863 


2367 
4150 
944 


26.7% 

62.7 

10.6 


27.0% 

59.5 

13.6 


31.7% 

55.6 

12.7 


29.1% 

29.2 

41.7 


64.5% 
29.1 
^.4 


TOTAL 


5887 


6513 


7461 


100% 


100% 


100% 


100% 


100% 


xcx*nxTx Tom 


1973 


1979 


1984 


1973 


1979 


1984 


•73-79 


•79-84 


LOV STUTUy. 

kiddle stxatuk 
b:c8 stjutuk 


2535 
2383 
104 


25S6 
3330 
210 


3064 
4304 
261 


50.5% 
47.5 
2.1 


42.2% 
54.4 
3.4 


40.7% 
55.8 
3.5 


4.6% 
85.8 
9.6 


34.1% 
62.^ 
3.6 


TOTAL 


5022 


6126 


7529 


100% 


100% 


100% 


100% 


100% 



SwTct : Ctlculitions Uoz Uaifors CPS (Ktrc-vinship) Dttt HUi, 
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The s&ne story is true for non-white men. The proportion 
of net new employment in the low wage str&tum more th&n doubled 
(from 29 to 65*$) between the e&rlier And l&ter periods. As a 
result, the ftharc of low-wage employment among all non-white 
nen increased from 27 percent in 1979 to nearly 32 percent four 
years later. It is worth noting that the data in Table 3 also 
indicate that one trend in non-white male employment seems to 
have nearly ceased in the 1980s: the growth in well-paid black 
employment. Between 1973 and 1979, nearly 42 percent of net 
new employment among non-white men was in the high wage 
stratum; since 1979 the proportion has slipped to only 6.4 per- 
cent. 

One of the interesting variations on the low-wage theme is 
found in the case of white women. As is true of their male 
counterparts, the proportion of net new employment that falls 
into the bottom stratum has increased since 1979. However, 
there has also been a noticaable increase in the high wage 
stratum, thus producing a degree or polarization in the distri- 
bution. Note that 75 percent of net new employment generated 
between 1973 and 1979 paid middle-level wages. However, in the 
subsequent period, less than 42 percent of the net job growth 
has fallen into this range. Both the bottom and top shares of 
new employment have more than doubled. The trend toward better 
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job opportunity for women appears to be confirmed by these 
results « but it is a trend restricted to a relatively small 
number of women. Even by 1984, only 4 percent of all working 
Kojnen were earning $28,000 or more on an annual basis. This 
compares with 26 percent among white men. 

Since 1973, non-white women have seen significant improve- 
ments in their job opportunities as well, but the pace of im- 
provesient has slowed down markedly since 1979. This is true at 
both ends of the distribution. In 1973 more than half of all 
non-white women earned wages at or below the low-wage standard. 
The proportion has dropped to slightly more than two-fifths. 
However, of the total 9.8 percentage point decline, all but 1.5 
percentage points occurred before the 1979-1984 period. Vir- 
tually all of the improvement in the high end of the spectrum 
also occurred prior to the 1980s. 

Hence, for both whites and non-whites, for women as well 
as men, the most recent period of employment expansion has 
failed to produce anywhere near as much real wage improvement 
as in the past. Ironically, white men — those who tradi- 
tionally have had the greatest advantage in the labor market — 
have been the ones who have faced the most severe erosion in 
their job opportunities. Thus, the ratios of low-wage employ- 
ment among demographic groups continue to close, but the im- 
provement in these ratios owes more to the fact that white men 
arc suffering great losses than that other groups are making 
great gains. > ^ 
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By Age . One possibility, of course, is that the loH'*wage 
trend is due entirely to the entrance of the baby boon gener- 
ation into the labor force in the 1970s. One night be led to 
postulate such an explanation both by ordinary supply and 
demand theory (in this case, excess supplies of young, inex- 
perienced labor) and by institutional theory which recognizes 
that young workers usually enter the market at the bottom of 
seniority ladders.^* 

To test this hypothesis, we divided the full sample into 
two groups: those below age 35 and all those 35 and above. 
About a third of the net new persons employed between 1979 and 
1984 were in the baby boom cohort. How did they ^are relative 
to their elders? The answer, found in Table 4 and Figures 2a 
and 2b, is that both groups have experienced a proliferation in 
low-wage employment. To be sure, the low-wage trend is much 
more severe among younger workers, but even among those 35 and 
older, more than a third of net new employment after 1979 paid 
$7,000 or less (in 1984 dollars). Only 5.3 percent of the net 
new employment of this group paid $28,000 or more. 
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Table 4 

KKPLOYKSKT LSVXLS AlID KKPLOVXKNT 8EAXSS 
BY ACS, CSKDKX fJU) tkCZ (OOO's) 



NUMBER or 
ZKPLOYEES • 



16X UI5 TUI 35 


1973 


1979 


1984 


LOW STRATtm 


19487 


21371 


24111 


KZDDLE STRATUK 


23056 


29385 


29939 


EZGH STRXTUK 


4236 


4931 


4198 


TOTAL 


4o779 


55687 


58248 



SBXRES OF NET 
EARNINGS SHARES NEW rKPLOYXEKT 



1973 


1979 


1984 


'73-79 


'79-84 


41.7% 


38.4% 


41.4% 


21.1% 


107.0% 


49.3 


52.8 


51.4 


71.0 


21.6 


9.1 


8.9 


7.2 


7.8 


-28.6 


100% 


100% 


100% 


100% 


100% 



ACS 35 Olt lOU 

LOW STRATUK 
KZDDLE STRATUK 
BIGH STRATUK 

TOTAL 



1973 1979 

10161 10692 

25050 26524 

11206 12443 

46417 49659 



1984 1973 

12640 21.9% 

29807 54.0 

12733 24.1 

55180 100% 



1979 1984 

21.5% 22.9% 

53.4 54.0 

25.1 23.1 

100% 100% 



73-79 


•79-84 


16.4% 


35.3% 


45.5 


59.5 


38.2 


5.3 


100% 


100% 



m USS TEAX 35 


1973 


1979 


1984 


LOW STRATUK 


8229 


8937 


10820 


HZDDLE STRATUil 


14401 


16659 


16568 


BZGH STRATUK 


3990 


4452 


3606 


TOTAL 


26620 


30048 


30994 



1973 


1979 


1984 


•73-79 


'79-84 


30.9% 


29.7% 


34.9% 


20.7% 


199.0% 


54.1 


55.4 


53.5 


65.9 


-9.6 


15.0 


14.8 


11.6 


13.5 


-89.4 


100% 


100% 


100% 


100% 


100% 



m AGS 35 * 


1973 


1979 


1984 


LOW STRATUK 


2811 


3062 


3741 


MIDDLE STRATUK 


14325 


13588 


15087 


BZGH STRATUK 


10437 


11439 


11282 


TOTAL 


27573 


28089 


3011C 



1973 


1979 


1984 


•73-79 


•79-84 


10.2% 

52.0 

37.9 


10.9% 

48.4 

40.7 


12.4% 

50.1 

37.5 


48.6% 
-142.8 
194.2 


33.6% 

74.2 

-7.8 


100% 


100% 


100% 


100% 


100% 
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TABLE 4 (CON'T) 



KUKBER or SHARES OF NET 

EKPLOYEES EARNINGS SHARES NEW EKPLOYKENT 



torn USE rm ss 


1973 


1979 


1984 


1973 


1979 


1984 


'73-79 


'79-84 


LOW STRATUK 
eiOOLE STRATim 
BIGH STRATUM 


11258 
8656 
245 


12434 
12726 
479 


13291 
13371 
5:2 


55.8% 
42.9 
1.2 


48.5% 
49.6 
1.9 


48.8% 
49.1 
2.2 


21.5% 
74.3 
4.3 


5i.l% 
39.9 
7.0 


TOTAL 


2C159 


25639 


27254 


100% 


100% 


100% 


100% 


100% 


'tfOXXX ICS 


1973 


1979 


1984 


1973 


1979 


1984 


•73-79 


•79-84 


LOW STRATUM 
KIOOLE STRATUM 
HIGH STRATUM 


7350 
10726 
769 


7630 
12936 
1004 


8898 
14720 
1452 


39.0% 
56.9 
4.1 


35.4% 
60.0 
4.7 


35.5% 
58.7 
5.8 


10.3% 
81.1 
8.6 


36.2% 

51.0 

12.8 


TOTAL 


18845 


21570 


25070 


100% 


100% 


100% 


100% 


100% 



Source : Calculations troz Uniforc CPS (Mare-Wmship) Cat. Files. 
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FIGURE 2A 

PERCENT SHARES OF NEW JOB GROM 

WORKERS IfSSTHW AGE 35 
120-1 




-28.6X 



LDWSIRATUy IflDOtfSmTUy WGHSIRATUy 



156 



153 



- 30 - 
FIGURE 2B 
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This test of the baby boom hypothesis pooled the records 
of men and women. What happens when Ke disaggregate the age 
data along these lines? There is no question that younoer men 
attempting to cope with labor market conditions since 1979 have 
confronted finorznously increased odds of ending up in the lower 
pole of the earnings distribution relative to those working 
during the inid-1970s. The number of net new jobs available to 
men aged 16-34 in the middle and higher strata of the jobs dis- 
tribution fell absolutely, so that almost 200 percent cf the 
gain in emp.oyment was found in the lowest stratum of the dis- 
tribution. In contrast, the shift in employment opportunity 
for older men was modest. This finding is consistent with the 
hypothesis of growing intergenerational inequality, first un- 
covered by Frank Levy and Richard Michel. 

The pattern of polarization observed for women holds true 
for both those above and below age 35. The only significant 
difference between the two groups is that younger women, as ex- 
pected, have a higher probability of low-wage employment and a 
lower fraction of high-wage jobs, due presumably to their rela- 
tive lj».ck of job experience. 

By Education. Examination of the changes in the distri- 
bution of wage income by education reveals a growing disparity 
between those with and without at least some college ex- 
perience. The three panels of Table 5 contain our findings. 
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In suitif the condition of high school dropouts clearly 
deteriorated between 197 3 and 1984; both the middle and the top 
of the distribution show a strong tendency toward decline with 
the overall low-wage share rising from 44.3 to 53.6 percent. 
(Because the absolute number of high school dropouts declined 
in each year, our methodology. does not permit the normal cal- 
culation of net new employment shares.) 

Kigh school graduates who did not go on to college ulso 
experienced tn increase in low-wage employment, but not cny- 
where near as dramatic as for those who failed to complete 
grsde 12. Still, more than 80 percent of the net new employ- 
ment among h^^h school graduates paid low wages after 197 9. In 
contrast, the distribution for workers with at least some col- 
lege education shifted far less. Twenty-eight percent of the 
net new employment held by college-educated workers after 1979 
was low-wage, p from 17 percent in the 197 0s. One in six of 
the net new jobs held by collegians in the most recent period 
paid $28,000 or more, down from an increment of nearly one in 
five between 1973 and 1979. 

Thus, college-educated workers have not been immune to the 
tendency toward low-wage employment, but compared with the ex- 
perience of both high school dropouts and high school gradu- 
ates, their employment opportunities have been much less con- 
strained by post-1979 labor market developments. At least in 
terms of annual wages, Americans are apparently becoming in- 
creasingly divided along the lines of educational attainment. 
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just as men are beconinp increasingly divided in job op- 
portunity across generations. 



Table 5 

SKFLOY>{ENT LIVKLS IKPLOyKSNT SBARX5 
BY lOUCATZON LKVIL (000 *a} 



KUKBCR or 
EKPLOYCES 



LKSS TEIK I.S, DKCm 


1973 


1979 


1984 


LOV STRATUM 


12923 


12196 


11737 


KIDDLE STRATUK 


13865 


11553 


9158 


BIGH STRATUM 


2363 


1820 


1001 


TOTAL 


29151 


25569 


21896 



SBARitS or K£T 
EARNINGS SHAKES NEV ESPLOYKEKT 



1973 


1979 


1984 


'73-79 


'79-84 


44.3% 

47.6 
8.1 


47.7% 
45.2 
7.1 


53.6% 
41.8 
4.6 


H.A. 
H.A. 
H.A. 


JJ.A. 
K.A. 
H.A. 


100% 


100% 


100% 


N.A. 


H.A. 



IIGB ICHOOL GUOUATZ 


1973 


1979 


1984 


LOV STRATUM 


9896 


11328 


14177 


KIDDLE STRATUM 


21C41 


24839 


26494 


BIGH STRATUM 


5240 


5718 


4721 


TOTAL 


36177 


41885 


45392 



1973 


1979 


1984 


'73-79 


•79-84 


27.4% 

58.2 

14.5 


27.0% 

59.3 

13.7 


31.2% 

58.4 

10.4 


25.1V( 
66.5 
8.4% 


81.2% 
47.2 
-28.4 


100% 


100% 


100% 


100% 


100% 



ton COUiXCZ OR KOU 


1973 


1979 


1984 


LOV STRATUM 


6829 


9540 


10836 


MIDDLE STRATUM 


13200 


19bl6 


24093 


BIGH STRATUM 


7839 


9836 


11210 


TOTAL 


27868 


37892 


46139 



1973 


^979 


1984 


'73-73 


'79-84 


24.5% 

47.4 

28.1 


22.5% 

51.5 

26.0 


23.5% 

52.2 

24.3 


17.1% 

63.0 

19.9 


27.8% 

55.5 

16.7 


100% 


100% 


100% 


100% 


100% 



Sourcej Ctlculttions froc Uniioro CPS (Ktre-Vinsbip) D»t» riles. 
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pv Region « The general trend toward low wage employment 
i« found everywhere in the nation, even in the r7«>sperous 
Northeast ana. West census regions (see Table 6 and Appendix A), 
In the Northeast, site o£ ouch o£ the highly touted high tech R 
& D and business service expansion since 1979, 91 percent o£ 
the net new employment paid annual wages o£ $7,000 or less in 
1984 prices— three times the rate o£ incremental low-wage job 
creation of the 1970s. This finding is consistent with earlier 
reports that the revival of such mature economies as that of 
New England has been built substantially on the basis of low- 
wage employment, particularly in services, »<> Even in the rela- 
tively prosperous Western region, the average and marginal 
shares of low-wage employment have turned upward since 1979, 

Wot unexpectedly, the region with the highest unemployment 
— the Midwest — has faced by far the worst erosion of high 
wage jobs and the greatest proliferation of low-wage employ- 
ment. Indeed, none of the more than 8 million net new persons 
employed nationwide between 1979 and 1984 found work in this 
part of the country. Those already working in the Midwest saw 
low wage employment expand by ocre than 900,000 jobs while the 
i;unb«r at work in middle and high wage jobs fell by over a mil- 
lion. As a result, the total share of low-wage employment ex- 
panded by 3,3 percentage points (from 30,7% to 34,0%) between 
1979 and 1984, As for the South, it experienced net growth in 
all strata, but low-wage employment expande.d the most. 
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TABLE 6 

WPLOYKBHT LKV2LS AKD KHPLOYXKNT SHXJUIS 
BV UGZON (000*B) 



rKSfiivrri S^^^S or NET 

EKPLOYEES EARNINGS SHARES « NKV EKPLOYKEKT 



VORTmST 


1973 


1979 


1984 


1973 


1979 


1984 


'73-79 


'79-84 


LOV STRATUM 
KIDDLE STRATUM 
filGH STRATUM 


6205 
11(41 
4073 


£765 
12766 
4004 


7214 
12948 
3867 


28.6% 
18.8 


28.7% 

54.2 

17.0 


30.0% 

53.9 

16.1 


30.8% 

73.0 

-3.8 


90.9% 
36.8 
-27.7 


TOTAL 


21719 


23535 


24029 


100% 


100% 


100 \ 


100% 


100% 


XIDnST 


1973 


1979 


1984 


1973 


1979 


1984 


'73-79 


'79-84 


LOV STRATUM 
KIDDLE STRATUM 
filGH STRATUM 


8309 
12702 
4690 


8732 
1475S 
4990 


9641 
K580 
4U8 


32.3% 

49.4 

18.2 


30.7% 

51.8 

17.5 


34.0% 

51.4 

14.5 


15.2% 

74.0 

10.8 


N.A. 
N.A. 
N.A. 


TOTAL 


25701 


28477 


2S339 


100% 


100% 


100% 


100% 


N.A. 


fOUTH 


1973 


1979 


1984 


1973 


1979 


1984 


'73-79 


•79-84 


LOV STRATUM 
KIDDLE STRATUM 
BIGK STRATUM 


9894 
15(2} 
3622 


10455 
18074 
4535 


12697 
20598 
5059 


34.0% 

53.6 

12.4 


31.6% 

54.7 

13.7 


33.1% 

53.7 

13.2 


14.3% 

62.4 

23.3 


42.4% 
47.7 
9.9 


TOTAL 


29139 


33064 


38354 


100% 


100% 


100% 


100% 


100% 


nsT 


1973 


1979 


1984 


1973 


1979 


1V84 


'73-79 


'79-84 


LOV STRATUM 
KIDDLE STRATUM 
BIGB STRATUM 


5241 
8341 
3056 


6111 
10315 
3844 


7199 
11619 
3887 


31.5% 

50.1 

18.4 


30.1% 

50.9 

19.0 


31.7% 

51.2 

17.1 


24.0% 

54.4 

21.7 


44.7% 
53.6 
l.S 


TOTAL 


16638 


20270 


22705 


100% 


100% 


100% 


100% 


100% 



Sourci! C»leul»tlonj ttez I's.iers CPS (Ktre-Winship) Diti ril 
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By Industrlal_Sector . Wage distributions are well known 
to vary assong industries. We are now learning that important 
changes are occurring within industrial sectors, as i<ell. Con- 
sider the data on jnanufacturing found in the first panel of 
Table 7. In the earlier of the two periods under examination 
(1973->1979) , the size of the low wage stratum in manufacturing 
declined sharply while the high wage sector expanded. But 
since 1979, this trend has been completely reversed. The num- 
ber of jobs in the high wage stratum is back to the level of 
1973, while all of the gross employment gains have come in the 
low-wage sector. Manufacturing in the twentieth century has 
historically had a relatively small low-wage stra«* i, in no 
small measure due to continuous productivity increases and a 
high incidence of unionization. According to these results, 
the contemporary restructuring of manufacturing does not bode 
Well for the continuation of this equitable wage structure. 
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Table 7 

ZKPLOYKEKr LSVKLS AKD XKrLOYXKKT tKJUtSS 
BY IKDVSTVC (000*i) 



WKtLK or SHARES OF KET 

WPWytES URNINCS SHARES KEV EKPIOYKEKT 





1973 


1979 


1984 


1973 


1979 


1984 


•73-79 


•79-84 


WV STRATUM 
KZDDLE STRATUK 
BZGH STUTU.1 


4344 

13974 
4819 


3926 
14581 
5694 


4199 
13938 
4825 


18.8% 

60.4 
20.8 


16.2% 

60.2 

23.5 


18.3% 

60.7 
21.0 


-39.3% 
57.0 
82.2 


H.A. 
H.A. 
N.A. 


TOTAL 


23)37 


24201 


22S62 


100% 


100% 


100% 


100% 


X.A. 




1973 


1979 


1984 


1973 


1979 


1984 


•73-79 


•79-84 


tow STRATUM 
KVDDLE STRATUM 
EZCH STRATUM 


313 
1121 
586 


322 
1492 
864 


411 

1900 
1087 


15.5% 

55.5 

29.0 


12.0% 

55.7 

32.3 


12.1% 

55.9 

32.0 


1.4% 
56.4 
42.2 


12.4% 

56.7 
31.0 


TOTAL 


2020 


2678 


3398 


100% 


100% 


100% 


100% 


100% 


imicxs 


1973 


1979 


1984 


1973 


1979 


1984 


•73-79 


•79-84 


tOV STRATUM 
KZDDLE STRATUM 
KZCh STRATUM 


20417 
22758 
5736 


22965 
28833 
6277 


26737 
32021 
6926 


41.7% 

46.5 

il.7 


39.5% 

49.6 

10.8 


40.7% 

48.8 

10.5 


27.8% 
66.3 
5.9 


49.6% 
41.9 
8.5 


TOTAL 


48911 


58075 


65684 


100% 


100% 


100% 


100% 


100% 



5o«re» 5 Ctlculttiont <ro: Unifora CFS (Ktrc-Vintbi;) Ettt rilet. 
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He have constructed particular operational definition of 
**high technology" industries, in order to examine the xnuch- 
debftted question of how well paid is this growing sector of the 
economy.** The results, presented in the second panel of Table 
7, suggest that even high tech has not completely escaped the 
trend toward low wacres . During the 1970s, practically none of 
the net new employment was low wage in this set of industries. 
Presumably most of the high tech jobs were taken by skilled 
engineers and technicians. Yet since 1979, almost one in eight 
of the net new jobs in this sector was low-wage by our $7,000 
standard. High tech continues to display a far more equitable 
wage distribution than any other sector of the economy (with 
the possible exception of government) , but the incremental 
tendency toward low-wage employment is evident even here. 
Moreover, the share of net new jobs paying high wages in high 
tech has fallen, from 42 percent between 1973 and 1979 to 31 
percent since then. 

As with high tech, the service sector demonstrates a much 
more stable distribution of employment over time compared to 
manufacturing. Of course, the share of low wage jobs is much 
higher (see the third panel of Table 7). Traditionally, two 
out of every five jobs in this sector have been low wage, com- 
pared with less than one in five in lanuf acturing . This ratio 
does not seem to have significantly changed over time, although 
the number of low-wage service jobs has been creeping up since 
1979 with half of all net new employment in services being low- 
wage . 
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What ha>^ changed is the t \oer size of the service 
sector— its growing weight in the overall U.S. industrial mix. 
With virtually all of the net growth in employment in the cur- 
rent recovery occurring in services, the aggregate proportion 
of low wage jobs must necessarily rise. How much the changing 
industry mix is contributing to overall aggregate earnings 
depreciation is not readily measurable from the data presented 
here. However, this is a question we will be exploring in fu- 
ture research. 2 2 

The Case of Yearr-R ound Full-Time Workers . It is conceiv- 
able that the overall trend toward low wage proliferation is 
simply the result of the growing incidence of part-time or 
part-year work, and not to either interindustry or in- 
traindustry changes in the structure of hourly or weekly wage 
rates, at all. The findings displayed in Table 8 and Figure 3 
do not lend support to this contention. Here we have sub- 
sampled only those workers who were employed 50 or more weeks a 
year and usually worked 35 hours or more per week. For this 
group of workers, while there is still the possibility of some 
variation in annual hours worked, much of the dispersion in an- 
nual wages and salaries must (by the definition of being year- 
round, full-time) be coming from differences in hourly wage 
rates. 

What we find is that the trend toward low wage employment 
and away from high wage jobs among year-round full-time (YRFT) 
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workers is almost as strong as for workers in general. In the 
early period, the number of low wage VRFT jobs actually 
declined by more than 400,000 while high stratum employment 
clixnbed by 1*7 million. But after 1979, the tables turned 
conpletely around. Low-wage employment grew by 1.5 million 
while the number of persons earning high real wages declined. 
Indeed, aore than one out of five YRFT jobs created between 
1979 and 1984 paid no more than $7,000 in 1984 dollari^. 

From our earlier research, we are led to infer — but as 
yet cannot definitively conclude — that the absolute growth in 
lower wage (but year-round) service jobs is contributing to the 
expansion of the low wage stratum in the economy, while the 
decimation of employment in a major portion of the manufactur- 
ing sector is responsible for the losses sustained in the high 
end of the distribution. It will take formal econo*newric dis- 
entangling of variations in industry-specific work experience 
to finally achieve closure on this subject, another task we are 
presently pursuing. 
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Table 8 



KMPLOYMSNT IiSVBLS AND KKPLOyMBOT 
YZXX-ILOUKD rULL-TIKS VOJUOXS (OOO's) 



KUKBER or 
EXPIOYCES 



EXRKINGS SHARES 



SHARES or V^? 
NEW EMPWY/JaiT 



im-IOUID rUIiL-TIKX 1973 1979 1984 1973 1979 1984 •73-79 •79-84 



tow STRATUH 
MIDPU STRATUM 
HIGH STRATUK 

TOTAL 



2842 2411 3920 
35369 40436 45702 
14201 15904 15838 



5.4% 4.1% 6.0% 
67.5 68.8 69.8 
27.1 27.1 24.2 



52412 58751 65460 100% 100% 



100% 



-6.8% 22.5% 

79.9 78.5 

26.9 -1.0 

100% 100% 



Source: Calculations fros Uniforo CPS (Kare-Winship) Data nles. 
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FIGURE 3 
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Conclusion 



The continuing decline in high wage manufacturing, com- 
' bined with the expansion in the low-wage retail trade and ser- 
vice sectors, have led to the .popular perception that America 
aay be on the verge of losing its middle class. Writers 
often equate "middle class- with "recipients of middl,--level 
incomes'*, m those terms, ouc results confirm an unmistakable 
trend in this direction for individual working people. as 

At the margin, the net additions to employment being gen- 
erated in the U.S. since the late 1970s have been 
disproportionately and increasingly concentrated et the low- 
wage end of the spectrum. That 58 percent of all net new 
employment between 1979 and 19G4 paid annual wages of less than 
$7,000 clearly supports this conclusion. Indeed, if the ratio 
of net new low-wage employment to net new total employment for 
the earlier period (1973-79) had prevailed for the period after 
1979, the total number of new low wage positions would have 
been only 1.6 million, rather than the 4.7 million that we ac- 
tually experienced. Hence, the strong and apparently enviable 
record of job creation since 1979 masked the fact that more 
than 3.1 million of the 8 million net new jobs represented ad- 
ditional low-wage employment over and above the number of low- 
wage jobs that ijould have been created under earlier condi- 
tions. That there was an absolute decline of more than 450,000 
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Jobs paying high wages confirms the recent shift toward low- 
wage work. 

Of all the demographic groups in the U.S., younger white 
aen have been the biggest losers in the sense that all of the 
net new jobs held by this group after 1979 paid very low wages. 
In contrast, the chare of all "new jobs held by white women 
which pay high wages grew between 1973-79 and 1979-84, while 
the incidence of very low-paying work increased only slightly. 
The earnings of workers of color of both genders have not con- 
tinued to improve as in the earlier period. Notable in thi- 
regard is the apparent halt in the previous trend toward a 
trowing high wage share for non-white me... In the period 1973- 
1979, 42 percent of the net employment growth among minority 
men was in the high wage end of the distribution. In the years 
since 1979, that proportion has dropped to 6.4 percent. 

The tendency toward the expansion of the low-wage end of 
the earnings distribution appears to be concentrated especially 
in the Midwest, but no region of the country is completely im- 
mune ^rom it. Finally, the tendency toward low wages is par- 
ticularly pronounced within the manufacturing sector (which 
started the period with the smallest low-wage stratum), but it 
appears even in high tech and in the broadly defined service 
sector. 

A growing volume of research by Danziger and 
Gottschalk, Thurow, Bell and Freeman, Levy and Michel, and 
others all points in the same general direction — a tendercy 
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toward low wages in particular and growing income inequality in 
general in the United States. It would seem that a serious 
political debate over how this unsottling development might be 
reversed should be on the agenda o£ the next Congress. 
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EKDKOTES 



^ The European statistics are 'based on Joyanna Hoy, "Recent 
Trends in Unemployment and the Labor Force, 10 Countries," 
Monthly Labor Review , Vol. 108, No. «, August 1985, p. 11? and 
"The OECD Member Countries - 1986 Edition," The OECD Observer , 
No. lu/, March 1986. The Eurc^ejin countries referred to here 
include France, West Germany, the United Kingdom, Italy, the 
Netherlands, and Sweden. The United States statistics are from 
the Economic Report of the President - 1986 (Washington D.C. : 
Government Printing Office, 1986) and "Economic Indicators," 
(Washington D.C.: Government Printing Office, 1986), June 1986. 
If 30 million actual new jobs are created over some period of 
time, while 10 million are eliminated due to plant closings, 
partial layoffs, bankruptcies, etc, the net change is 20 mil- 
lion. The 30 and 10 million figures are called "gross" job 
changes; the "net" job change is the simple arithmetic dif- 
ference between the two. In this paper, we investigate net 
changes in employment. 



2 Council of Economic Advisors, Economic Indicators 
(Washington, D.C. : Government Printing Office, September 1986, 
p. 11. 

' This conservative estimate of the unemployment rate under the 
more rapid job growth scenario assumes that one-half of the ad- 
ditional jobs would go to presently unemployed workers, vith 
the other half going to growth-induced additional labor force 
participants. In August 198 6, this would have led to a decline 
in total civilian unemployment from 8.027 to 7.477 million and 
a rise in the civilian labor force from 118.182 to 118.732 mil- 
lion. The base data are from Economic Indicators (Washington, 
D.C: Governrient Printing Office, September 1986). 

< Barry Bluestone and Bennett Harrison, The Deindustrialization 
of America (New York: Basic Books, 1982)? Bluestone, Harrison, 
and Alan Clayton-Matthews, "Structure vs. Cycle in U.S. 
Manufacturing Job Growth", Industrial Relations 25, no. 2 
(Spring 1986), pp. lOi-117. 

9 For a reries of such decompositions, see Chris Tilly, Ben- 
nett Harrison, and Barry Bluestone, "Increasing Inequality in 
the Income From Work in the U.S.: Industry Mix, Work Ex- 
perience r or Wage Rates?", paper to be presented to the Annual 
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Meetings of the Industrial Relations Research Association . New 
Orleans, December 1986. 

* For those interested in the broader ouestion of how the 
aggreoate distribution of earnings has hanged over time, see 
Bennett Harrison, Barry Bluestone, and Jhris Tilly, "The Great 
U*-Turn: Increasing Inequality in Wage and Salary Income in the 
U.S.**, U.S. Congressional Joint Economic Committee, Washington, 
D.C., January 1986; and '*Wage Inequality Takes a Great 
Turn**, Challenge, March/April 1986; reprinted in David Obey and 
Paul Sarbanes, cds.. The Changing American Economy (New York: 
Basil Blackwell, 1986) . For broadly similar findings on the ex-- 
istence of a long-run tendency toward rising wage or earnings 
inequality, see Martin Dooley and Peter Gottschalk, "The In- 
creasing Proportion of Men with Low Earnings in the United 
States," Demography , February 1985; Sheldon Danziger and Peter 
Gottschalk, "How Have Families with Children been Faring?" U.S. 
Congressional Joint Economic Committee, November 1985; and 
Lester Thurow, "A General Tendency Toward Inequality," American 
Economic Review/Proceedings , May 1986. 

In this paper, we are only concerned with the distribution 
of income among individual workers. There is a rich literature 
on other distributional indicators, such as changing dif- 
ferences in average wages among industries or among occupa- 
tions. For examples of the former, see Linda Bell and Richard 
Freeman, **The Rising Dispersion in Industrial Wages in the 
U.S.: Efficient vs. Inefficient Wage Flexibility", National 
Bureau of Economic Research, Cambridge, Ma., September 1985, 
inss.; and Organization for Economic Cooperation and Devel- 
opment, Employment Outlook (Paris: OECD, September 1985), ch. 
5. The most well-known example of the latter is Neil 
Rosenthal, "The Shrinking Middle Class: Myth or Reality?", 
Monthly Labor Review , March 1985. Bell and Freeman and the 
OECD researchers report sharply increasing interindustry wage 
inequality in the U.S. during the 1970s. Rosenthal's study im- 
plies declining interoccupational wage inequality between 1973 
and 1982. 

Nor do we treat family income in the present paper. But 
see Bennett Harrison and Barry Bluestone, The Great U-Turn: 
Rising Inequality, Low Wages, and the Shattered American Dream 
(N.Y.: Basic Books, in preparation). The most recent of many 
published empirical studies to demonstrate rising family income 
inequality over time (and, in this case, a tendency toward 
polarization as well) is by Katharine Bradbury, "The Shrinking 
Middle Class", New England Economic Review September/October 



* That hourly wage rates are certainly becoming increasingly 
unequally distributed among individual workers in the 1980s is 
confirmed in Tilly, et. al., op. cit. 

* "Wage and salary income" is a subset of the Census category 



1986. 
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"^earnings". In the official Census and B.L.S. Data series, 
**earnings** Includes not only wage and salary Income, but also 
net inco/ne from entrepreneurial activity such as business pro- 
prietorships. The earliest definitive research on earnings per 
>e Is by Peter Kenle; see his ''Exploring the Distribution oi 
Earned Income, Monthly Labor Review , December 1972; and Henle 
and Paul Ryscavage, "The Distribution of Earned Income Among 
Men and Women, 1958^77", Monthly Labor Review , April 1980. Be- 
• cause the net income (profits) reported by independent 
•business-persons is measured so poorly (and may, at least to 
some extent, be rigged by small companies and proprietorships 
in accordance with the tax code) , ve have chosen to vork exclu- 
sively with the variable '^vage and salary income". The reader 
should note that even this variable is not an ideal measure of 
worker compensation in that the government makes no systematic 
attempt to capture non-wage benefits such as vacation pay or 
employer contributions to life or health insurance premiums in 
these numbers. 

^® The uatr used to :>iake this estimate and all others are from 
the March Current Population Survey (CPS) Uniform File devel- 
oped from official U.S. Census data by Professors Robert D. 
Mare of the University of Wisconsin and Christopher Winship of 
Northwestern University. The data set is discussed in greater 
detail in a subsequent section of this p^iper. 

The reader should once again recall that the data do not 
represent jobs per se, but rather the wage and salary income of 
each person in the sample over the course of the year prior to 
the March sl 'Vey month. This includes overtime and pay from a 
sequence of jobs as well as *'moon!lighting" — the holding of 
more than one job at the sami; time. Thus it is somewhat im- 
precise to describe any of the patterns that emerge from an 
analysis of the CPS as telling us anything about *'job crea- 
tion", the "number of low-wage jobs", etc. Strictly speaking, 
all we can infer is how many more (or fewer) people are work- 
ing. It is almost impossible for researchers and writers in 
this field to prevent ourselves from occasionally slipping into 
the "job-creation" Iftnquage, but tl)e reader should be aware of 
the limitations in suv .i usage. 

This hypothesis is at least partially confirmed by 
sensitivity tests on the subsample of persons who reported 
working year-round full-time. The results for this group were 
substantially robust across various beginning and end points, 
suggesting that changes in the density of the poles of the 
earnings distribution reflect more than cyclical swings in 
hours worked. 

See Paul Ryscavage, "Reconciling Divergent Trends in Real 
Income," Monthly Labor Review , Vol. 109, No. 7, July 1986, 
Table 2, p. 26. 
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All estimates are weighted by the "supplementary person 
weights" provided on the Mare-Winship tapes. 

»» There is strong evidence for the former conjecture. Ac- 
cording to BLS Employment and Earnings data, since 1979 the 
nxmber of part*>tine workers has grown nearly twice as fast as 
full-time ones: 18.4 percent versus 9.9 percent. These part- 
time jobs contributed nearly 30 percent of the total job growth 
between 1979 and 1985. Computed fron U.S. Bureau of Labor 
Statistics, Employment and Earnings {Washington, D.C.: Gov- 
•rnaent Printing Office) January 1980 and January 1986, as 
reported in Industrial Union Department, The Polarization of 
America (Washington, D.C.: AFL-CIO, 1986), Table 3, p. 20. 

*• Bureau of Labor Statistics, Employment and Eaming g . Vol. 
33, No. 3, March 1986, pp. 79-81. 

Actually, the improvement in low-«*age employment ratios is 
exclusively restricted to women versus men. Note the ratios of 
low-wage employment shares for the following groups: 



1973 1979 1984 

Non-white men/ 

white men 1.36 1.36 1.40 

White women/ 

white men 2.41 2.15 1.88 

Non-white women/ 

white men 2.58 2.13 1.79 

The largest relative improvement has been among non-white women 
followed by white women. For non-white men, the low wage share 
has actually increased relative to white men. 

For one such study, see Robert Z. Lawrence, "Sectoral Shifts 
and the Size of the Middle Class," The Brookings Review . Fall 
1984. 

«• Fran): S. Levy and Richard C. Michel, "The Economic Future of 
the Baby Boom", U.S. Congressional Joint Economic Committee, 
Washington, D.C., December 1985. 

«o Bennett Harrison, "The Economic Transformation of New Eng- 
land Since World War II", in Larry Sawers and William Tabb, 
eds., Sunbelt-S nowbelt (N.Y.: Oxford University Preas, 1984). 

Our definition includes the following indusk\.ries: electronic 
computing equipment? radio, t.v., and communications equipment; 
scientific and controlling instruments? optical and health 
equipment? photographic equipment? computer data processing 
services, commercial research, development, and testing labs? 
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•nglneerlno, architectural, and surveying services. The aost 
notable — and unfortunate — exclusion fron this list is elec- 
tronic components. We leave it out simply because, on the CPS 
tapes, it is grouped together with other industries having 
sharply dissimilar labor processes (e.g. heavy electrical 
equipment, such as engines and turbines, which are typically 
Manufactured in large plants under unionized labor) • Since 
•l«ctronic components are well-known to pay low average wages 
and to include an especially large component of low-wage jobs, 
the exclusion of this sector biases the results shown in the 
t«xt a gainst the hypothesis of low-wage proliferation in high- 
tech. Kichard Gordon and Linda Kimball, **High T;:hnolo0y, 
Employment, and the Challenges to Education**, Silicon Valley 
Research Group, Working Paper No. 1, Santa Cruz, Cal«, July 
1985. That is, the findings we report understate the tendency 
toward lou-wage job creation (and possibly polarization) in 
high tech. 

Tilly, et. al., op. cit. 

Ibid. 

See, for example. Bob Kuttner, "The Declining Kiddle," The 
Atlantic Monthly , July 1983; Thomas B. Edsall, "More than Ever, 
the Electorate is Polarized on Economic Lines," The Washington 
post National Weekly Edition , January 6, 1986, p. 23.; Stephen 
J. Rose, Social Stratification in the U.S. (Baltimore: Social 
Graphics Co., 1983); and Lester Thurow, "The Disappearance of 
the Middle Class: Ifs Not Just Demographics," The New York 
Times , February 5, 1984, p. F3. 

«3 Actually, the whole treatment of the category ''class" in 
this literature is extremely ambiguous. From our perspective, 
class has to do with the sources of a person's income, not the 
level, and especially whether or not that income derives prin- 
cipally from working lor wages. Surely the proportion of Amer- 
icans whose livelihoods depend mainly on working for othel 
people in ordtr to pay their rent and raise their families has 
not declined since the early 1970s! Nor is there any reason to 
suspect that it will decline in the foreseeable future. 
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APPENDIX A 
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APPCKDIX P 



WORKERS BY AKKUAl EARNINGS STRATUM 
(MILLIONS) 





1973 


1979 


1984 


BELOW 50J^ of 1973 MEDIAN 


29.65 


32.06 


36. 


75 


BELOW 75%'. OF THE 1973 MEDIAN 


38.31 


44.28 


50 


13 


BELOW THE 1973 MEDIAN 


46.60 


53.13 


63 


04 


ABOVE THE 1973 MEDIAN 


46.60 


52.22 


50 


39 


BELOW 50^- OF THE 1973 MEDIAN 


29.65 


32. CC 


36 


75 


BETWEEN 50r; AND 75V OF 1973 MEDIAN 


8.67 


12.22 


13 


38 


BETWEEN 75V AND lOOV OF 1973 MEDIAN 


8.29 


8.85 


12 


91 


ABOVE THE 1973 MEDIAN 


46.60 


52.22 


50 


,39 



INCREASES IN EaCH EARNINGS STRATUM 

(MILLIONS) 73-79 79-84 



BELOW 50?; OF 1S73 MEDIAN 2.41 4.69 

BELOW 75V OF THE 1973 MEDIAN 5.96 5.80 

BELOW THE 1973 MEDIAN 6.53 9.92 

ABOVE THE 1973 MEDIAN 5.62 -1.8'^ 

BELOW 50V OF THE 1973 MEDIAN 2.41 A.bS 

BETWEEN 50V AND 75V OF THE 1973 MEDIAN 3.55 1.16 

BETWEEN 75V AND lOOV OF THE 1973 MEDIAN 0.56 4.06 

ABOVE THE 1973 MEDIAN 5.62 -1.83 



PERCENTAGE OF NET JOB GROWTH 
BY EARNINGS STRATUM 

73-79 79-84 

BELOW 50V OF 197? MEDIAN 19.84V 58.08^ 

BELOU 75V OF THE 1?73 MEDIAN 49.09V 72.48?. 

BELOW THE 1973 MEDIAN 53.73V 122.69?/ 

ABOVE THE 1973 MEDIAN 46.27V -22.69?. 



BELOW 50V 0? THE 1973 MEDIAN 19.84V 58.08V 

BETWEEN 50V AND 75V OF THE 1973 MEDIAN 29.24V 14.41V 

BETWEEN 75V AND lOOV OF THE 1973 MEDIAN 4.64V 50.21V 

ABOVE THE 1973 MEDIAN 40. :7V -22.69V 



ERLC 



179 



176 

The Chairman. Mr. Harrington? 

Professor Harrington. Senator, in what I will say briefly now 
and in my wntten testimony, I will talk about what should be 
done, not what can be done. I trust that you and Senator Simon 
and others will have to address the second problem. 
4.1} *at my job ir to say what should be done. Let me just say 
three things. Number one, Barry Bluestone and Ben Harrison, I 
ttunk, have done the definitive work on many of these issues of the 
labor m^ket, and I just want to stress one fact, with a particular 
footnote to it. 

_ That is that we cannot depend on the labor market by itself, or 
simply with a little eno aragement from the government, to 
aclueve fiUl employment in this period. We cannot. 

The trends of internationalization, technological revolution, mul- 
tmational corporations, all work against that. 

My footnote is, not from Barry Bluestone and Ben Harrison, 
whom ' like and admire, but from the New York Stock Exchange, 
which 1 do not necessarily like and admire on all occasions. A 1984 
study of the New York Stock Exchange talked about people seeing 
venr high percentage growth m some jobs, computer-related jobs, 
and assummg that this trend is creating enough jobs to help us 
achieve full employnient. They pointed out that that is an illusion. 
Ihe New Y;ork Stock Exchange study found that for computer jobs 
to equal building superintendent jobs, they would have to grow at a 
rate of 1,743 percent. 

Searnd, Workfare. I think this is very important for this Commiir 
tee. Ihe idea of Workfare ha.s improved enormously since that 
cruel, punitive attitude surfacejd at Newburgh, New York in the 
early Sixties. The Massachusetts ET Program, I think, has done 
some very, very good things, and actually all it requires, as I un- 
derstand It, IS registration for the program. That is to say, it is not 
a ownpulsory program in te ms of taking a job. 

The Chairman. Vastly oversubscribed. 

Professor Harrington. Right. But that is, in a sense, my point. 
My point IS this, that m talking about Workfare, and in, I think, 
very casuaily using the concept of an under-class, that is to say, of 
an in-esponsible, criminal group of people who will only work if 
you force them to work, we really have lost sight of what the facts 



are. 



• ^® tI'^ •^^j^o?^*^^® overwhelming majority of welfare recipients 
m the United States work as soon as they get a chance. They are 
not cnmuml. "Hiey are not irresponsible. Their problem is they 
cannot find a job, not that they do not want the job. 

.r^AT^ te^^""""!,.*'^ ^"\^ersity of Michigan data that women 
on AFDC AFDC mothers, half of them leave AFDC in two years, 
and they do so by working; that only 15 percent are on AFDC for 
eight years or more. 

I_ think this image that we have of a large population of welfare 
recipients, who have to be shoved into a job by compulsion, simplv 
IS not true. j j f . au^iixy 

..^l^^^^J^^^ically, there is a similar confusion on outof-wedlock 
births. It IS a very real problem, but the fact of the matter is that 
for the last 20 y^rs, there has been a decline in the rate at which 
black, unmarried women have been having children. What has 
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gone up, because the total birth rate has gone down, is the propor- 
tion of total children bom out-of-wedlock to such mothers. But I 
think we have to be ver3' careful, again, in not wildly exaggerating 
a problem. 

One last point on Workfare. I think we should abandon the word; 
we should abandon the concept that an American citizen should be 
required to work for welfare. The solution is jobs— and I would also 
add, union jobs— that is to say, jobs in which workers are organized 
and have rights as well as income. I am fearful right now that, if 
we keep de-unionizing America, if we keep following the trends 
that Barry Bluestone and Ben Harrison have documented, that is 
going to be a catastrophe for all of us and not just the unemployed 
or the poor. 

Finally, just three or four ideas on what should be done. Number 
one, in talking about jobs, and in following up the excellent testi- 
mony of Tom Donahue on minimum wage, do not forget that wel- 
fu*e entitlements have been going down since 1969 in real terms. 

The notion of Charles Murray and others, that our exi/eme gen- 
erosity to the poor is forcing them out of the labor market, over- 
looks the fact that they have much less today in real terms than 
they had in 1969. And I am for jobs, but for those people who 
cannot work, I am for giving them a decent, livable income. 

Secondly, related to that, I believe that Senator Simon has really 
hit a crucial issue. We are now on the eve of Martin Luther King's 
birthday. His actual birthday is two days from today; the celebra- 
tion is next Monday. Right before Martin Luther King was killed, 
he was campaigning for an Economic and Social Bill of Rights, 
much as Senator Harkin was describing, in which a ri^t to a job 
would be made a fundamental right of the citizen. And I do not 
think we are going to deal with fhese problems unless we come 
back to that. 

I think that the idea of dealing with the problem of productivity 
by having real democratic participation is extremely important 
And I would simply refer you to the fact that in my written testi- 
mony, I talk about the necessity of looking at the ESOP Law, 
which much more often than not benefits management rather than 
workers, and confers very few real rights of participation on work- 
erf. Among many other things, I think a real right of worker par- 
ticipatioii could be a source of tremendous new productivity in 
American society. 

Finally, I am delighted that Senator Harkin was * * ' . -^bout 
dealing with the 40-hour week. The idea of the 4< * was 
first surfaced in the United States in 1860 by the ,abor 
Union. It was adopted in 1885 by the AFL as a goal. >. , -.*..ved it 
in 1938. Next year, when we celebrate the 50th anniverbury of the 
40-hour week, I think we should be talking about the 35-, the 32- or 
the 30-hour week, at 40 hours pay. I know perfectly well you 
cannot do that to the wage system overnight; it would wreck the 
economy— but I think there are ways to move toward it, and that 
one of the things that this Committee should do— and let me con- 
clude on this point— is not simply look at these issues and problems 
as challenges and difficulties, but look upon them as opportunities 
not simply to resolve the problems of the poor and the working 
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people, but to create a much more decent and just and humane 
ciety for absolutely every American. 
Tlie Chairman. Thank you. 

[The prepared statement of Professor Harrington follows:] 
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Testimony of Michael Harrington 

Senate Labor and Human Resources Committee 

January 13, 1987 



Full employment is the precondition of every social priority 
in the United States. 

It is also crucial, not simply to the disadvantaged - the 
poor in general, the minority and female poor in particular 
but to the functioning of the entire American economy. If we do 
j\ot perform much better than we have in the past, the middle and 
even the upper reaches of the society will suffer even if not as 
cruelly as those at the bottom. 

With a chronic 7% jobless level in "good times", the wages 
of the working poor and the welfare benefits of the dependent 
.poor are depresser^. Since these strata c.re disproportionately 
composed of minorities and women, that means that the economi has 
the effect of institutionalizing and reinforcing both racism and 
sexism in America. At the same time, ve now know that white men 
h?.ve been, since 1979, grievously '_£fected by these same trends. 
In the excellent Joint S^^nomic Committee study prepared by Barry 
Bluestone and Bennett Harrison, it was shown that that the new 
jobs generated for this once relatively priveleged group were, 
between 1979-84, overwhelmingly in the low wage sector and it 
experienced a net loss of highly paid jobs. ^ 

This same dismal economic perfomance has beer the excuse for 
the relaxation of environmental laws and for limiting the levels 
of simple human decency which the Federal government can afford. 
If the promise of last yearns Rea^ian-Gorbachev summit were, as we 
all fervently hope, fulfilled in future negotiations, there would 
not simply be Federal budgetary savings, but also a decline in 
jobs in an important high tech - mainly highly skilled part of 
the economy. It is iitill, then, necessary to prepare for the 
economics of peace. 

And finally, it is clear that the current level of 
joblessness is a key reason for the effectivness of strike 
breaking and anti*-unionism as well as for the excessively modest 
wage gains of American wor':ing people, who have yet to return to 



ERIC 



183 



180 



2 

1973 levels of real pay. 

That, someone might argue, is unfortunate for those workers 
and their unions, but they are only a minority of the population 
and therefore not an essential priority, however much one might 
sympathize with them. 

That, I believe, is a dangerous error. The genius of the 
New Deal, and all of the liberalisms (Republican as well as 
Democratic) that followed in its footsteps, is that it understood 
that effective mass production requires mass consumption. For 
that matiter, Henry Ford, with his. five dollar a day innovation 
before ^orld War I, acted on precisely that insight. 

But if we continue on the present pattexn, reducing the 
unionized (and relatively well paid) portion of the work force, 
creating more and more low wage and part-time jobs, fueling a 
recovery by reducing wage ;osts, we are in danger of returning, 
if not to the catastrophe of 19^9, then to that forgotten but 
very real problem of over production and under consumption. 

A low wage, union-free America is an economic disaster for 
everyone waiting to happen. "Cheap" worlcers, we must never 
forget, are also cheap consumers once th(i credit ciirds run out. 

But one of the dirty xittle secrets of American society 
today is that very few people really think full -^aployment 
possible. When John F. Kennedy became President in 1961, he 
defined full employment as a 3% joble: rate with an interim 
target of 4%. Yet when the first drai^ of the magnificent 
pastoral letter of the American Catholic bishops on the economy 
simply reiterated that Kennedy goal, the statement was attacked 
as an example of ignorant utopianism (and the bishops removed the 
numerical target from subsequent drafts, even though the final 
pastoral remains one of the best statments of social and economic 
policy in the country today) . 

The business press does not hide the fact that corporate 
America believes that one crosses the "inflation threshhold 
unemployment rate" at about 6%. Mow I do not think that this is 
true - indeed, I hold to Lord Beveridge's famous definition 
according to which full employment occurs when there are more 
openings than workers looking for them - but those who do must 
face up to the consequences of their judgement. They are saying 
that, even in good years, it is impossible to abolish pwerty, 
racism, sexisa or environmental degradfition. 

Ironically, this conservative acceptance of a jobless pool 
of seven million or more citizens sounds suspiciously like Marx's 
assertion in Volume I of Das Kaoital that capitalism requires a 
"reserve labor army of the unemployed" in order to function. 
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I do not accept this neo-Marxist fatalism of so many on the 
Right and even in the Center of the debate. I therefore propose 
to explore, quite briefly, three of the critical aspects of the 
full employment problem today: the way in which the "natural" 
evolution of the economy makes quality job creation more 
difficult than ever before and therefore requires new forms of 
government intervention; the false solution of "workfare" and the 
dangerous stereotyping of the poor that often goes with it; a few 
thoughts on positive measures to deal with the goals I have 
outlined. 



In an article in the wall Street Journal* Ronald K. Shelp 
and GaiY Hart write that our "situation requires understanding an 
economy as different from manufacturing America as was the 
industrial revolution from the agrarian society that preceeded 
it." That is an exaggeration, but the exaggeration of c.n 
important truth. 

Actually, Shelp and Hart continue, we are moving toward a 
service society which is wrongly stereotyped "by popular catchy 
slogans such as 'Big Mac vs. Big Steel* ". In fact, they ar^ue 
on the basis of a 1984 government report, the service sector is, 
by 60%, concentrated on information functions. So jobs like 
prox^rammer, teacher, accountant, manager or technician", i.e 
better paid service jobs, "cc.«stitute the fastest-growing segment 
of s^»rv ice- sector employment. 

ITow i^ is absolut *ly true that some of those occupations 
will indeed grow rapidly but, according to Bureau of Labor 
Statistics projections, only jne of them, teachers, is in the top 
ten fastest expanding occupations. Indeed, all of the computer 
related openings estimated between now and 1995 in the list of 
forty occupations with th^ greatest growth will add fewer jobs 
than the incniase in building custodians alone. ^ Of the ten 
fastest growing jobs, six tend toward the low wage end of the 
scale (custodian, cashier, sales clerks, waiters and waitresses, 
nursing aides and orc?erlies) and none are high wage. 

The New York Stock Exchange, in a 1984 analysis, 
corroborated this point. Even though it wanted to show that 
"good jobs" were being created in abundance, the Exchange had to 
recognize that well over half the jobs in Personal and Business 
Services were in the low middle, or bottom, of the wage pattern. 
Anticipating the point made hsire, it commented: "As of 
1982. ..there were 2,904,000 buiding custodians, but only 55,000 
computer service technicians! Thus, even though the rate of 
increasse in the demand for computer service technicians -23% by 
1.9*5) will far outpage that for custodians (33%) In raw numbers, 
far more custodian jobs will open up than will computer service 
jobs. An increase in computer service technician jobs would 
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match in absolute numbers the increase in custodial jobs would 
imply a relative growth of 1,743! 

The excellent ntuuy of Bluestone and Harrison generalize, d 
this point and placed it in its historic context. It showed 
that "the net new employment created betwe .n 1979 and 1984 has 
occurred disproportionately at the low extrme of the wage and ^ 
salary distribution (i.e. below $7000 in f^84 dollars). ^ 
Specifically, during the l97Cs about one out of every five net 
additional wnge-eamers found a job (or jobs) paying as little as 
§7000. since 1979, that fraction has risen to nearly six in 
ten."=' 

I know that the trends I am outlining here remain a subject 
of debate and that, for instance, an analysis by Neal Rosenthal 
in the May, 1985 issue of the Monthly Labor Review came to quite 
different conclusions. But, as Mark Levison and I showed in a 
careful revi of Rosenthal's article, there are many reasons to 
doubt hie fin-lings, i.e. 49% of the professional and technical 
workers whose job increases he cites as a good omen made less 
than $19,968 m 1982 and were located in the lower middle and 
bottom thirds of the wage structure. This is precisely the kind 
of analysis that Bluestone and Harrison have now generalized.^ 

In saying this, I do not dismiss the Shelp-Hart policy 
conclusions out of hand. When, for instance, they point out hew 
wrong it is to deprive workers of unemployment compensation if 
they enter in' o a training program, they are on target. Even the 
concept of allowing a worker to have an Individual Training 
Account in an employer-employee contributed fund on the model of 
Social Security might have some - but to my mind, quite limited - 
relevance. 

But for either of those proposals to work, it would be 
necessary to have a full employment ecicnomy. if there was any 
one thing we learned through the Job corps and its successor 
programs, it was, and is, that there have to be openings for 
which you train people. "Training** in an economy of declining 
occupational opportunities could be a largely wasted investment 
and the Individual Training Accounts could go the way of so much 
small business in this period, i.e. the way of bankruptcy. 

We have dramatic confirmation of this point from 
Masr.achusets. one of the reasons why the ET program thsire has 
been relatively successful is that the state has one of the 
lowest unemployment rates in the nation, if the national leve) 
of joblessness were dround 3%, then all kinds of experiments 
might work which simply will not be successful with 7% of the 
workforce, or more, in the streets. Indeed, the ironic truth is 
that the states which have the most need, because they have so 
many people out of work, are the ones where various reforms are 
least likely to function. That is one of the many reasons why I 
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said at the outset that full employment is a precondition of so 
many other policies. 

The business press, which is often blunt and candid, has 
been documenting the difficulties which we face under the far 
from ideal conditions which actualxy do prevail in the nation. 
For instance, a Decemb^ 1986, -tide in Business Week talks of 
the tremendous increas^ in "contingent" employees, "those who 
work at home', outside contractors, or involuntarily work part 
time". They have. Business Week reports, doubled since 1980 and 
now account for 17% of all workers. Their average pay is $4.17 
an hour, compared with $7.05 an hour for regular full time 
workers and 70% of them have no employer-contributed retirement 
plan, 42% are without hoalth insurance. 

Even some of the recent "good news" is, from the vantage 
point of full employment policy, bad. Thus, a recent Business 
Week cover story and a Wall Street Journal Monday column talked 
hopefully of the revival of the manufacturing sector. But there 
is what the Wall Street Journal itself termed a "Jekyll-Hyde" 
relationship hidden within this trend. That is, real 
manufacturing output is jndeed up by 30% since 1982 - but jobs 
grew by less than 6%. And in 1986, when output rose by 1%, 
employment actually declined by 200, 000. ^ 

Let me generalize. Ronald Shelp and Gary Hart argued, as we 
have seen, that the present transition is as profound as the one 
that marksd the change from agricultural to industrial society. 
That is overly dramatic ind somewhat true. But think back to the 
emergence of mass production, the rise of the corporation and the 
creation of the mass market. Those trends were cause and effect 
of one another and they became dominant in the period between 
1880 and World War I. 

Yet it took the United states roughly half a century to 
develop a political and social infrastructure capable of 
containing and channeling that industrial upheaval. Moreover, it 
is clear that, even when this country did effectively respond, 
daring the Mew Deal, it did so on an improvised, ad hoc, basis. 
In his marvelous new study. The New n Aal Years. 1933-1937 . 
Kenneth S. Davis reports on the aftermath of the one meeting 
between FDR and John Maynard Keynes in the spring of 1934: Both 
participants talked to Labor Secretary, Frances Perkins: "»I saw 
your friend Keynes,* said Roosevelt to Perkins. 'He left a whole 
rigamarole of figures. He must be a mathemetician rather than a 
political economist.' And Keynes ' caujbiously* confessed to 
Perkins some disillusionment with a man whose operations he had 
wartched from afar with the greatest adrairati^i He said, wi^-h 
regret, that he had 'supposed the President wa« ore literate, 
economically speaking. ' 

But if the liew Deal was not carefully designed to create the 
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basis of the Great Prosperity between 1945 and 1970, lu did 
manage to jerry build a structure that did precisely ti^at* We 
Jcnow in retrospect that it "synchronize^^" a blue colar mass 
production America by means of some very modest benefit:? for 
individuals which also functioned to provide stable, cjuarunteed 
markets for business* This was celebrated - and excf^^sively 
celebrated - in the Fifties as the triumph of the "buiJt n 
stabilizers* " 

But if, as Hart and shelp rightly say, we are entorir. , 
economic and social world, then we must also move toward 
political innovation as substantial and daring in our day a^ v 
New Oeal was in its time* Even if the recovery since 1983 has 
been cruelly uneven and even compatible with state and regional 
recessions, even if the average growth rates under Reagan are 
less than they were under Carter, there was enough progress to 
permit the illusion that the "normal" forces of the economy 
would, with a little judicious encouragement here and there from 
modest Federal programs, take care of our problems* 

But that was, and is, an illusion* The recovery cou^d last 
-for another year - and it would then match the rise under carter 
that preceeded the worst recession since the Great Depression* 
Perhaps it will go on for even longer* But, sooner or later, 
this nation is going to have to face up to the radical 
implications of its changing occupational structure and the ways 
xn which that makes an utterly necessary full employment policy 
all the more difficult to design and implement* 

If the politxcal constraints at work in the lOOth congress 
make it unlikely that there will be dramatic action at least we 
can begin to attack the intellectual and policy deficit which is 
at least as serious as the national debt* 



II 

There is a disturbing tendency in the discussion of 
"workfare" to develop a new version of the notion that the poor 
are, as a group, a "dangerous** class* 

It would, of course, be stupid in the extreme not to 
recognize the association of violent-- crime and poverty (which is 
one reason why I devoted a good par\. of a chapter to that subject 
in my 1984 book. The New American PovArtyi . This is 
particularly true since the main victims of, say, the violence of 
poor bla'^ks are other poor blacks?* How one can intrepret those 
data as showing that the violence is a political protest against 
raci.':u has iilways escaped me. . ^ 

But the danger ia that a national workifare policy is being 
formulated aS-JUE the majority of the welfare recipients in the 
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United States /ere part of a criminal "underclass**. That is not 
simply untrue • and strangely, a fair number of those who engage 
in this labeling will adait that it is not true it could also 
lead to a serious error in terms of full employment policy as 
well as cast unfair suspicion on utterly blameless people. 

Take, for instance, Lawrence Mead and his book, Bevond 
Entitlement; The Social Obligations of Citizenship. I 
disagree profoundly with Professor Mead, yet it is clear that he 
ir a decenc and responsible analyst and I do not want to impugn 
hid motives in any way. From Mead's point of view, there has 
keen a moral and cultural breakdown among the poor and that is 
vtiy there must be an ** authoritative** policy in which welfare 
recipients are recruired to **work off** their , benefit payments, 
sometimes, but not usually, with a premium thrown in.^^ 

For Mead, **Low wage work apparently must be mandated, just 
as a draft has been sometimes necessary to staff the military. 
Authority achieves compliance more efficiently tiian benefits, at 
least from society *s point of view.**^2 strsr.gely enough - 

and we will return to the point - Mead also accurately recognize* 
that Great Society training programs with child care provisions 
and other assistance did succeed with AFDC mothers, i.e» with the 
group that constitutes the prime working age population of 
welfare recipients in the United States. ^-^ Why is compulsion 
necessary if a serious opportunity for a job is even more 
effective? 

Now it is indeed true, as Richard P. Nathan pointed out in a 
recent Wall Street Journal article, that the actual practice of 
workfare has evolved 'enormously since the idea first surfaced in 
Newburgh, New York, as a way to punish the lazy poor. The 
California GAIN program and Massachusett * s ET are light years 
removed from those earlier versions of the scheme. And yet, 
Nathan, who approves of that evolution, also comments that *' 
* Underclass* is a shorthand expression for the concentration of 
economic and behavioral problems among racial minorities in large 
cities.** Again, I do not think that Nathan intends his 
formulation to mean that the poor minorities in the cities are 
all members of the **underclass**, yet the formulation can rather 
easily give rise to that reading. 

Another discussion of the issue, **The Work Ethic State** by 
Mickey Kaus is somewhat more provocative and shrill - and yet it 
recognizes that the **underclass** is, at most a minority of the 
poor (25% at the highest) and a small minority of welfare 
recipients. Even though that admission clearly contradicts the 
main thrust of the article - that the entire welfare program 
should be construe^ ^d so as to deal with the malingers and 
** political** protesters who refuse to work - Kaus is quite clear 
about it. ^5 



ERLC 



189 



186 



8 

"The underclass/' Kaus wri'^o*, **ciubraces only a minority of 
the poor. It doesn't even include most who go on welfare." 
(emphasis added) And, "Various studies have shown that, of all 
•underclass* groups, AFDC mothtsL-s are the most capable of making 
the transition to the world of work. (It's the man who are most 
often unemployable.)" Again why design a program to deal with a 
non-problem, i.e. that of the unwillingness to work of the AFDC 
mothers? since those men don't get welfare anyway, how can thev 
b« affected by workfare? ' 

Kaus also raises, and confuses, another very important issue 
with regard to the underclass: out of wedlock births. (It is the 
fashion to refer to such births and the offspring they produce jis 
••illegitemate". I fird that a disgusting usage and will only 
employ it when I am directly quoting someone else, one might 
argue that parents are "illegitemate" but how that term can apply 
to a baby is beyond me.) 

Let me be very careful on this question, I do not want to 
suggest that there is na problem of out-of-wedlock births among 
the poor. Of course there is. But I believe that it has been 
seriously exaggerated, much as the size and character of the 
underclass has been exaggerated. I should note that, when Daniel 
Patrick Moynihan published his famous essay in the Kegro Family 
in 1965 and was widely attacked for it, particularly by militant 
blacJcs, I defended him, arguing that he had raised a very serious 
issue. So, it should be remembered, did Martin Luther King, 
Jr.-^** What disturbs me, then, is not that the issue is being 
discussed - it was a tragedy that the Moynihan experience made 
serious debate impossible for year? - but that it is being badly 
disused. ^ 

Here again Kaus* contradictions are revealing. He writes - 
and this is in the spririt of the new stereotype - that 
"...starting around 1965, the black ['illegitemacy' ] rate rose 
dramtically from the already high Moynihan-report level of 25 
percent to close to 60 percent today, white illegitimacy rates 
have been rising too, but the white rate is still only about 13 
percent." This accurately describes a common impression, one 
which was powerfully communicated by Bill Movers' documentary on 
CBS last year. ' ^ 

But, strangely enough, Kaus later correctly comments that 
"the absolute number of illegitimate black births has not been 
increasing. . ." 

But how can it be that, in one sentence the out-of-wedlock 
"rate" is rising dramatically but in another sentence the 
absolute number of such births has not increased? it turns out 
that a statistical confusion has been responsible for the 
distortion of the nature of a very real problem. 
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Ij.-nV'^lly, I first became aware of this issue in reading 
Charles Murray's Losing Ground, a ^ book which I find, in almost 
every other respect, fatally flawed. Murray did the significant 
J.ntellectual service of pointing out that the out-of-wedlock 
numbers often confused two very different trends: the pronortion 
of single women, and particularly of black single women, having 
babies out of wedlock; out-of-wedlock births 2\s a percentage of 
total births, again particularly for black women. 

Murray r ^d that "unmarried black women were having babies 
at a consider. lower rate in 1980 than they were in 1960. 
Further the birth rate among black single women had fallen almost 
without a break since its high in 1961." 

At the same time, there was a dramatic fall in the number of 
births per 1000 women aged 15-44 between 1960 and 1980 (118 per 
1000 and 68 per 1000 respectively) . Therefore a drop in the 
proportion of black women having children out of wedlock, and in 
the absolute number of such children, was contemporaenous with a 
dramatic rise in the number of out-of-wedlock children as a 
percentage of declining total births. But the latter trend had 
more to do with the drop in the fertility rate - and the 
behaviour of married women, among others - than with the conduct 
of black single women. 

As David Ellwood and Lawrence Sutimiers describe the trends, 
"The birth rate to unmarried black women tsXl 13 percent between 
1970 and 1980, but the birth rate to married black women feel 
even more - by 38 percent; thus, the fraction of births to 
unmarried women rose. During the same period the unmarried birth 
rate to whites yose by 27 percent. It seems difficult to argue 
that AFDC was a major influence in unmarried births when there 
was siaoultaneously a rise in the birth rate to unmarried whites 
and a fall in the rate for blacks." 

Again, there is no point in countering the exaggerations 
about the problem of out-of-wedlock births by pretending that the 
problem itself does not exist. William Julius Wilson and Kathryn 
Neckerman, for instance, cite data to show that teenage girls 
from "high risk social environments" are much like.lior to become 
pregnant by eighteen than those from low-risk backgrounds. And 
those backgrounds themselves are, in some measure, a social 
product . 

Even mord to the point, Wilson and Kec.erman show that the 
catastrophic rate of death by homicide, and imprisonment for young 
black men, and the extreme difficulty which they face in the 
labor market, is a major determinant of this problem. 20 

one last point on this issue which poses another 
contradiction within the stereotype of the underclass. Richard 
Freeman and Harry Holzer have produced a fascinating study of the 
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?' "^''"^ ^" la'^of »arket (that it was 

llyli^^f ^" ""^^ Interest, a neo-conser^ative journal, 

makes it even more interesting) .^^ 

"re8eJSiit?on^J!«SlH^^\^''^*' «°l2er find that the 

reservation wage" - the level of pay required to notivat-*, a 

tl^r^t'y ""f " tha? are cr^aJSrabll to 

those received by their wh:->.e counterparts." "P»"nie to 

erl»-<^l!?i3''? conclusion of the Freenan-Holzer analysis, which is 
critically important for the fonnulation of full eafalo^entt 

st.t.iv^yVo'.i'ors\ti ^n?i?rdi^?2s^!s^°s?^.^So^''L^i;^r'^ 

policy for the poor on an "underclass" to Shich thra«1or?t„ „^ 
the poor, and the ovorvhelning majority of thfwelfarl^ '^ ' 
star^i?S^a' ^^ "?\belong. T^is ^as a^l^dency"?o SnLirly 
stereotype all of the poor as criminal, utterlv IrrBaioiotL 

loclJSV" P"''"'''? tUe ia^n reaLns wh^ this ' 

society been so completely confused - and wrong - about tho 

SoSei^" !' out-of-wedlock birth, particSlar^^Bong S^nor^ly 

- s^vVh^%' consequence, the aore stringent versilns o? work 'are 

-iT» fS"^ Of the moderate and positive versions of workfare - 
'J^^^.i? California and ET in Massachusetts - have included 
infSranc«"Lrt"?°^?^}°"" "i^'* "^'y car'y meSica?"'' 

reare thJ ^h^^'i"^"': ^ ""^^ however, that 1 profoundly 

regret, that they have been presented under the workfaro 
and, in the case ,f California, that policy has resortra to 
conpulsion (ever .'f enlightened compulsion), <=o 

The fact is, as the full employment of World w«r tt 

SSyees'lither'than'tT"?? ^P^"^"' 

employees, rather than the other way around, will probably do 

^t^tJ^h^i''^ ''Jf}'^' ?^ " economic, problem! the United 

work wn? crCnl??.^^"r r^thOUt "drafting" peSpie to 
worK, Will criminality, family breakdown and out-of-wedlock 
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birth then magically cease when the jobless rate falls? Of 
course not. There will be social problems aplenty even under 
such circumstances, but they will be radically reduced in number 
and posed under political conditions in which action will be 
possible. 

But how, then, is this blessed state of full employment to 
be achieved? 



Ill 



There is no "the" answer to the problem of unemployment or 
if there is one, I don't know what it is. 

I do, howeve ', have some ideas in this area and I will 
sketch just a fev of them here. I have been a bit more detailed 
in my book. The Next I^eft , which will be published next month. 

Let me say at the outset that in considering these matters I 
-have not placed myself under the political constraints that must 
operate upon the members of the United States Senate. Alas, I am 
not a Senator. More to the point, my function 'n this society is 
not that of making compromises, however necessary they might be, 
but in trying to point* the way to goals that lie in the middle 
distance, goals that electoral politicians must regard as 
problematic. 

In my brief stint with the task force which came up with 
some of the initial ideas for the War On Poverty in 1964, I 
suggested to Sargent Shriver that he should create an Office of 
Visionary Analysis as part of the program. Hire a couple of 
thinkers, I argued, give them some clerical support, and tell them 
to describe what should be done to abolish poverty in the United 
States. Not what can be done under the political limits of this 
time and place. What should be done. 

The idea didn't fly but I will follow it in these final 
comments. But I should warn the Committee that I think that my 
proposals are not so futuristic as they might seem. If I am 
right and the American economy, far from being robust and 
restructured, is booby trapped by business, personal and foreic,n 
debt, by wage levels which cannot truly support our productive 
potential, and many other potential crises, then perhaps all of 
us will have to become a bit more visipnary sooner than we might 
think. 

Within this context, let me suggest a few ideas. 

We meet just two days before the actual anniversary of the 
birth of Martin Luther King, Jr. , one of the greatest Americans 
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of all time. In the last years of his life, Dr, King was 
campaigning vigorously for an Economic and Social Bill of Rights 
an idea which had roots in the New Deal and was even proposed in 
the original draft of .the Employment Act of i946. One of those 
rights was the right to a job. It should be made real. 

Ironically, even some of the advocates of compulsory 
workfare at less than prevailing wages, like Mickey Kaus, accept 
the need for a national guaruntee - Kaus would say, requirement - 
of work for all. But I am much more impressed by the suggestions 
made by senator Paul Simon in Let's Put A Tnerica B;.ck to Work. 23 
I have differences with Senator Simon on significant details, but 
his central insight - that there is an enormous ammount of useful 
work which can be done in both the private and public sectors and 
which could provide employment for all Americans - is 
fundamentally sound. 

Senator Simon proposes that everyone be guarunteed thirty 
two hours of work at the minimum wage - and rightly notes that 
the minimum wage today is, in real terms, at one of its lowest 
points in history. I would like to borrow another concept in 
this area from Professor Hyman Minsky of Washington University in 
St, Louis. If we did provide a guarunteed job at a living wage - 
which is more than the minimum wage today, of course - we could 
then stop enforcing the minimum wage law (which I'or bad reasons 
we have almost done any way) since it would now enforce itself. 
That is. If every worker could get a guarunteed job at, say, $6 

r<=^?^5^' T "^^^f "^"^^ ^^^^ ^^^^ that would become 

a self -enforcing minimum wage. 

Senator Simon has many interesting things to say about how 
such a commitment could be financed, I would stress two points 
in this regard. First, unemployment itself is extremely 
expensive: a one percent increase in the jobless rate costs, in 
terms of lost revenue and new obligations, mora than $30 billion 
a year (that is the Administration's - low - figure). And that 
is so even tnough it is scandalously true that, during the 1982-3 
recession, the maiority of the unemployed did not qet 
unemployment benefits. 

Secondly, we now know in grueseome detail that the social 
costs of unemployment - alcoholism, spouse abuse, child abuse, 
crime - are high. And we now understand, from research by people 
like Wilson, Neckerman, Freeman and Holzer, that a guarunteed iob 
program is likely to create the possibility of much more .-^table 
family relationships among the poor, which is a critical good, 
and that this situation will also probably reduce the 
expenditures for AFDC and similar programs. 

However, I must most emphatically add a ccmment about the 
problem of the bird in the hand and the birds in the bush. The 
ideal would be a society in which there is meaninfgul work for 
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all at levels of pay - and unionization - which would permit 
individuals and families to take care of themselves. In terms of 
family policy that would also mean that consideration should be 
given to the fact that most mothers who work in tne paid labor 
market also have a second, unpaid job at home. We should thus 
discuss parent leave for men as well as for women, an expanded 
child care program, and the like, as part of a comprehensive 
labor market polity geared to real equality for women. 

But in the interim - and no one knows h ow long the interim 
will be since it is now 18 years since this country even 
approached what might be called full employment - there must be 
adequate funding for those who, because of our own social and 
economic failure, cannot support themselves adequately. That, of 
course, is another topic in its own right and I would simply 
advocate the restoration of all of the 1981-2 Administration cuts 
which struck a blow primarily at the working poor; urgent 
discussion of a long overdue move to Federalize AFDC (and not to 
deFederalize food stamps, as the Administration has urged) ; and 
measures to restore entitlement benefits to their real levels of 
1969. 

The fact is, and it contradicts all of the theories that 
hold that welfare has been a major cause of unemployment in the 
last decade and a half, that the real value of welfare has been 
declining for almost two decades. I am therefore very much in 
sympathy with the Massachusetts' Campaign for Human Needs and its 
attempts to get minimally decent levels of funding in this area. 

Secondly, the current crisis of American society relates, in 
part, to our productivity. That is, when the producitivity of 
our smokestack economy was growing year by year, that enabled the 
economy to support higher profits, higher wages and higher social 
benefits at the same time . And part of our problem since around 
1970 has been that the shift to services has seen a decline in 
productivity. 

We know from contemporary experience that worker buy outs 
and worker participation in management have had a positive impact 
upon productivity. There are, for instance, data from a 
Philadelphia supermarket which became a worker coop showing that 
this can be true in the service sector. But, a? I document in 
The Next Left , the existing laws on Employee stock Ownership 
Plans (ESOPc; more, of ten that not offer sham participation to 
workers ani very real benefits to management. I believe that it 
was Business Week which quite accurately said that EiOPs should 
be called MESOPs: Management Enrichment Stock Ownership Plans. 

Since I believe that the democratization of the economy in 
general is a key to coping with the new structures of American 
production, I would suggest, as a very modest first ctep, that 
revision of the ESOP laws be placed upon the agenda and that the 
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Congress take a careful look at the larger implications and 
potential of cooperative ownership. 

4-K I, believe that it is time to reconsider, not simply 

the working week, but the working life. The forty hour pattern 
was established xn 1938 - and grew out agitation by the National 
Labor Union in 1866 and the American Federation of Labor in 1886 
But as we now approach the fiftieth anniversary of the eight hour 
^^^M^o^Sr hardly any discussion of dealing with the problem 
of unemployment and dramatically increasing the quality of 

^thoSra'^iiuc^ir-ny?^ '"'^'^ 

• perfectly well aware of the fact that a sudden increase 

t^rl^u "^^^,54^ American business of one fourth, or even one 
eighth, would be economically disasterous. The measure clearlv 
cannot be mandated simply through the wage system. But a 
combination of collective bargaining and tax policy could move us 
rapidly toward a shorter week and open up possibilities for 
individuals to reorganize their working lives. 

These ideas are now widespread, and even consensual, in the 
European labor movement. In 1886, the AFL initiated an 
international movement which began in this country - and led to 
the creation of May Day as a holiday, an American innovation 
which predated the Russian Revolution by more than three decades 
- and then spread throughout the world. Now we lag behind in the 
consideration of this very important means to full employment. 

Clearly, I have only scratched the surface in this 
testimony. But I hope i have at least emphasized the urgent 
necessity for new departures which will be as daring in our day 

Of workfrrfln/^H^^'/'^f Thirties; that the'3iscSss?on 

of workfare and the underclass has been often misleading and even 
dangerous; and that guraunteed work, genuine worker participation 
in management decision-making and a shorter working week and life 
^T^"^ ^-^ critically important end of full employment? 
i;nio^onr-*' ^^''.^''f" "^^^ Machine: The Proliferation of Low wage 
H^ri?^n t".^?%"-^- Economy," by Barry Bluestone and Bennet 
Harrison. Joint Economic Committee, December, 1986. p 23, Table 
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York Stock Exchange, office of Economic Research, August, i984 
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The Chairman. Ms. Nussbaum? 

Ms. Nussbaum. Good morning and thank you, Senator Kennedy. 

I am here representing 9 to 5, the National Association of Work- 
ing Women, and the Service Employees International Union. 

My organizations represent, among others, low-wage women in 
the largest sector of the workforce— clerical work. The typical 
worker in America is no longer the man in the hard hat; it is a 
woman at a typewriter, or more accurately, at a keyboard. And her 
conditions of work set the stage for the new American workforce. 

Work in America is in an upheaval, and one major consequence 
is the push of American workers to the margins of the workforce, 
where work is characterized by low pay and the need for two-wage 
families, and the loss of job security and benefits. The outcome: a 
more marginal workforce which threatens the stability of Ameri- 
can families and the economy as a whole. 

To illustrate my case, I will look at the phenomenal ^owth of 
part-time and temporary work. The message is that marginal work 
IS growing, women dominate the marginal workforce, and the em- 
ployment standards are both unacceptable and counterproductive. 

Marginal work is growing, and it is at the expense of full-time 
jobs. Nearly one-quarter of all jobs created during the Reagan 
years were part-time, and they are growing faster than full-time 
jobs. 

By the same token, temporary work is the third fastest growing 
industry at a rate of 20 percent a year since 1970. 

The hiring of marginal workers is often a deliberate manage- 
ment strategy to replace the full-time workforce. For example, the 
Federal Executive Branch has 300,000 temporary workers on its 
payroll who can work for up to four years with no job security and 
no benefits — and that is from a previous limit of one year — a 
change that was made explicitly to lower costs. 

When Blue Cross in Boston moved ro the suburbs, they offered to 
rehire their full-time, 37y2-hour-a-week clericals, as 30-hour-a-week 
part-timers, with no benefits including, ironically, no health insur- 
ance. 

Some managers exploit part-time and temporary workers as a 
strategy to avoid unionization. At the Wisconsin Physicians' Serv- 
ice, nearly 200 part-time and temporary clerical workers were 
hired to undercut the bargaining power of organized full-time em- 
ployees, according to a company representative. 

Women workers dominate the marginal workforce. Two thirds of 
part-time and temporary workers are women, and most minimum 
wage workers are women. Despite a phenomenal increase in the 
number of working mothers in the last ten years, American family 
income has declined so that soon, we may see two-wage families 
earning less on the whole than one-wage families of the recent 
past. 

There are more statistics to prove the case that women want full- 
time work; that they are moonlighting more, working two or more 
jobs, and many are forced into marginal work for lack of childcare. 
And the statistics will show that part-time and temporary work 
pays less than already inadequate full-time pay levels for service 
workers, that most marginal workers have no health care, and few 
are even covered by pensions, much less receive them. 
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But statistics are only facts with the tears wiped off. Let me give 
you some examples of life for some low-wage women. 

A clerical at the John Hancock Company in Boston lost custody 
of her child when the judge ruled that her full-time pay was inad- 
equate for support. 

A Syracuse University secretary who was a single mother had to 
have one of her children move out to live with another family in 
her church because she simply could not afford to raise both chil- 
dren at home. 

And a bank teller in Milwaukee earned $4 an hour after six 
years at the bank— and she supported her four children on that 
pay. She managed somehow, until the bank decided to stop paying 
for family health coverage. It would have cost her a week's salary 
to pay for the health coverage herself. Rosa, the bank teller, had 
the wherewithal to fight back, and with the help of 9 to 5, got man- 
agement to back down. But few marginal workers do have any rep- 
resentation-and most are at the mercy of misguided employers who 
think that lowering the standard of living will raise productivity. 

A strong America will be based on a strong workforce. We need 
to rebuild a stable middle^jlass, not create a workforce that is 
plagued by low pay, unprotected by benefits and subject to disloca- 
tion. 

We recommend the government take action in the following 
areas as a beginning. First, the minimum wage must go up. If we 
had raised the minimum wage along with the cost of living, it 
would be at $4.60 today. If that sounds high, keep in mind that 
$8.50 an hour would be required to allow a family of four— smaller 
than Rosa's family— to exist within the government's low-income 
budget— and this is a budget with no frills. 

Employers should be offering a health care package, and public 
policymakers should be crafting a way to either help workers buy 
this package or cover them by means of public health policy. 

Pensions need to be portable. But let us remember that most 
service jobs do not provide pension benefits at all. We need a realis- 
tic pension program that adds up to a livable retirement. 

Policymakers must acknowledge that women work and often 
have families. We need to adopt policies such as the Family and 
Medical Leave Act, and daycare and after-school programs must be 
both available and affordable. 

And finally, the strategy to achieve higher productivity through 
creatmg low-wage, interchangeable jobs will fail. What this country 
needs is a commitment to training that lasts a lifetime. Without it, 
we are doomed to create a new generation of dislocated workers, 
creating further turbulence in the economy and trauma for work- 
ing families. 

This is a new era and a new workforce, which demand new poli- 
cies, and we look to you to lead the way. 
Thank you. 

The Chairman. Thank you very much. 

[The prepared statement of Ms. Nussbaum follows:] 
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Marginal Work is Growing 

Marginal work is growing — and it is at the r^pcnsc of fuU-tine Jobs* 
Kcarly a quarter of all Jobs created during the Reagan years were part- 

tioc» (Today, 22X of employed people work part-tine). 

Since 1968, part-tioe Jobs in the U.S. nave grown faster than fuU-titae 

Jobs ~ and nany people hold part-tine Jobs involuntarily. One-quarter of 

part-tine eaployees would rather work full-tine (5.6 nillion out of 20.5 

million)* 

And astonishingly, between 1979 and 1985, the Involuntary part-tine 
workforce has increased 60X, froia 3.5 nillion to 5.6 nillion, while the 
nuober of voluntary part-tine workers has grown by only 6.5Z. 

By the sane token, tenporary work is the fastest growing industry, 
increasing nore than 19X a year since 19/0. Five nillion people worked at 
tenporary Jobs in 1985* 

In sone caseH, the hiring of narginal worUers is a deliberate 
nanagenent strategy to replace the full-tine workforce. 

For exanple, the federal executive branch has 300,000 tenporary workers 
on its payroll who can now work up to four years without benefits or Job 
security because of changes in federal eaploynent policy nade in January 
1985. The previous Unit was one year. 

And seventy-five percent of the order takers at Best Products Coopiny 
ar« now part-tine — up froa 60X in 1983. 

Sone nanagers exploit part-tine and teoporary workers as a strategy to 
avoid unionization. 

At the Wisconsin Physician's Service (WPS), nearly 200 part-tine and 
tenporary clerical workera were hired to undercut the bargaining power of 
full-tine enployees, according to one labor representative. Part-tine and 
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ccnporary workers at WPS are not covered by the union contract. They 
receive lower hourly wages than unionized full-time enployees and no 
benefits. 



Wooen DODlnate the Marginal WorkCnr ce 

Wonen workers already doninate the narglnal jorkfofcc. Sixty percent 
of olnlnua wage workers are wotaen. TVo-thlrds of part-cine and tcnporary 
workers are feaale, working nostly as clericals, salesworkf.rs, and lower- 
paid service workers. 

Despite a phenoacnal 40X Increase In the nunber of working oothers 
since 1973, Aaerlcan fanlly Incone has declined by 6.2X. 

Over half (54Z) of all nothers with children under six years jre now In 
the labor force, yet, in two-parent households, they are not earning enough 
to oakc up rhe difference between their husband's lower earnings and high 
cost of living. 

And of the norc than ten nllUon woaen who head Ar^rlcan faalUes, 
nearly half who worked part-tine In 1983 said they would rather work full- 
tlne. (sixty percent of 5oday's Involuntary part-tine workers an feoale). 

There Is a nyth chat oarginal work provides flexibility co che growing 
nunber of wosen workers crying co work and raise children. 

The reallcy Is chac nany wonen find Ic che besc of poor choices. 

More uoaen are noonllghclng. One-chlrd of noonllghcers ar« woaen, up 
froa 16Z In 1970. 

(Woaen who ausc work aore chan one job ouc 3f econoalc need — ofcen 
working Cwo parc-ci=Q *obs — have Increased 73Z since 1970, frO'a 2.2X In 
1970 CO 3.8X (1.9 allllon woaen) In 1980). 

K*early 35Z of woaen who are working parc-clae or looking for work say 

they would work aore hours If good child care were available. 

- 3 - 
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Part-time and temporary jobs are not solutions for working mothers who 
are unable to find or can^t afford adequate child care. With child care 
costs averaging $3,000 a year per child, and with licensed day care 
available for only a quarter of the 2A million children 13 years and under 
whose Bothers work, working mothers must struggle with individual solutions 
to a nationwide problem. 

Marginal Work Standards are Unacceptable 

Marginal jobs mean fewer full-time job opportunities, lower wages, 
shrinking benefits, and reduced career opportunities* 

Part-time and temporary work pays less per hour than full-time jobs 
with the same content, and provides fewer or no benefits* For example, 28X 
of all part-tice jobs pay the minimum wage, compared to only 5Z for all 
full-time jobs* 

Eighty-four percent of all part-time workers have no health care 
coverage available to them through their employers* And few temporary 
workers have access to health care coverage* 

Only 27*5 Z of part-time workers employed less than 20 hours a week are 
covered by pension plans* And many part-time and temporary workers never 
work enough hours to qualify for unemployment insurance benefits* 

Recommendation s 

A strong America will be based on a strong workforce* We need to 
rebuild a stable mlJdle class — not create a workforce plagued by low pay, 
unprotected by benefits, and subject to dislocation* 

9 to 5 and SEIU recommend the government take action in the following 
areas as a beginning: 
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K Minlmun Wage 

The minimun wage must go up» If we had raised the minimum wage along 
with the cost of living, instead of freezing it in 1981, it would be at 
$4»60 today. If that sounds high, keep in mind that $8»50 would be required 
to allow a family of four to exist within the BLS low-income budget for an 
urban family — and this is a budget with no frills. Five dollars ?n hour 
would be needed to bring a family of four up to the poverty level. So the 
proposal to raise the minimum wage $1.25 would have a family of four still 
living in poverty. 

2. Benefits 

Access to health care is a severe problem. We have set up a welfare 
system that will not let low-income working people in — yet they do not 
have the money to buy health insurance even if it were available. Employers 
should be offering a health care package and public policy makers should be 
crafting a way to either help workers buy this package, or cover them by 
means of public health policy. 

Some progress on pensions has been made with the recent reduction of 
vesting requirements from 10 years to 5 years. The next step has to be 
making pensions portable — rredits for pension should be able to be taken 
from employer to employer. Though these reforms are important, we have to 
keep in mind that most service jobs do not provide pension benefits at all. 
We need realistic pensions that can actually add up to a livable retirement 
for most working people. 
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3. Working Family 

Policy makers must acknowledge that women work, and workers often have 
families. The United States Is the most backward of all Industrialized 
nations when It comes to policies for the working family. At a minimum, we 
need to adopt policies such as the Family and Medical Leave Act. which would 
provide unpaid leave time for workers with family obligations to both 
children and elderly parents. And day care and after-school programs must 
be made both available and affordable. 

A. Training 

Changing demographics, automation, the shift to the service sector, and 
International competition have thrown the workforce Into upheaval. The 
strategy to achieve higher productivity through creating low-wage. 
Interchangeable jobs with no future will fall. What this coui "y needs Is a 
commitment to training that lasts a lifetime. Without It, we are doomed to 
create a new generation of dislocated workers, creating further turbulence 
In the economy and trauma for working families. 

This Is a new era and new workforce which demand new policies. 9 to 5 
and SEIU look forward to working with our nation's leaders to create 
policies to meet the challenge. 

Thank you. 
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The Chairman. Before getting into the questions, Professor 
Biuestone, I had the good fortune, opportunity, privilege, to address 
Univereity of Massachusetts-Boston a number of years ago at the 
graduation. And as I remember-and I wish you would correct 
me— I think the average age of the graduate was 26 or 27. About 
8U to 85 percent of the parents of those students did not eo to 
school, and about 80 percent of them were working 20 to 25 hours a 
week or more while tiiey were going to school. I was enormously 
moved and impressed by it, and of course, it underlined the impor- 
tance of mamtainmg both the tuition at a modest level, and also 
level""^ various student aid programs at a current 

Is the profile approximately the same now? 

Professor Bluestone. Senator, I believe it is. I have to admit that 
1 am fairly new to the University of Massachusetts, having come 
from Boston College quite recently. But my understanding from th- 
Chance lor of the University, Mr. Corrigan, is that that profile is 
generally coirect. The University of Massachusetts at Boston is in 
the procMs of creating what might be considered a land grant uni- 
versity of the highest quality to serve the population in Boston. 

1 should add that we are also developing new graduate programs 
that will expand the city's training and education to take advan- 
tage ot some of the good jobs that are being created. 

The Chairman. Well, that is a little diversion, but I was enor- 
mously impressed by the commitment of those students to educa- 
tion. 

Professor Bluestone. I am, too. 

The Chairman. I would be interested in both Professor Bluestone 
and Professor Harrington's comments on this, and then I have a 
different question for Ms. Nussbaum. Having identified what the 
t^,^-;,. °I. «^""ent job availabilities, and 

having at least seen the studies which would indicate that future 
jobs are gomg to fall withm these same kinds of parameters, 60 to 
<ot) percent of those who are at or below the poverty level, what can 
you tell us about the future? Is there any mechanism built into the 
economy at the present time that is going to alter and change that 
m terms of future employment opportunities for young people, or 
older people or middle-aged people who might have lost their jobs? 
,J?o,, ^ self-correcting, or will we go through this 

valley and then see a change or a turnaround, where there will be 
middle-wage jobs available again; or is it your judgment and your 
conclusion that there are not self-correcting forces available within 
the economy and that more aggressive steps are going to have to be 
taken to try and see a restoration of what are basically middle- 
wage jobs m our economy again? 

I would ask Professor Bluestone and then Professor Harrington 
to addrees that. ° 

Professor Bluestone. Senator, I think that if you want to really 
underetand the causes of the changes in our job structure, you 
Slu^/!^^*^ that, the key difference between the early period 
and the later period is the "globalization" of our economy 

It you go back to 1929, and you ask the question what proportion 
ot our economy was made up of imports, it was about 5.6 percent 
That same import share prevailed in 1970 
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But in the period between 1970 and 1980, imports doubled, and 
they have been, of course, growing rapidly ever since, particularly 
"in the manufacturing sector. Those are trends that are not going to 
be rapidly reversed, and yet it is precisely those trends that have 
changed the job picture in the economy. Management has respond- 
ed to the globalization in the form of out-sourcing, multinational 
investment, two-tier wages, and by creating temporary jobs that 
pay few benefits where they once had full-time jobs that paid full 
benefits. . . 

What I see is a continuation of these trends unless there is inter- 
vention, intervention both within government and within the pri- 
vate sector. 

One of the things that we do find is that in a full employment 
economy, one in which we make the commitment to moving toward 
a 4 percent unemployment rate and struggle to meet that goal, 
there is an increase in the number of better jobs and lower lower- 
wage ones. 

Our experience in the State of Massachusetts points to this con- 
clusion. With a 3.3 percent unemployment rate in December, and 
3.6 percent over all of 1986, we are finding that even the lowest- 
wage employers are now pushing wages up to $4.50 to $5 an hour, 
at McDonald's, at Burger King, and those are entry-level jobs for 

young people. ^ . u .,j -jji 

So a full employment economy is necessary to rebuild middle- 
income jobs. 

Number two, the middle-income jobs that we are losing are over- 
whelming]v union jobs. The union movement in this country from 
the 1930s on built union-wage standard jobs which forced employ- 
ers to increase productivity in order to pay wages and fringe bene- 
fits. In developing a low-wage economy, we are eliminating some of 
the pressure on management to develop new processes, new prod- 
ucts, and so forth. 

And of course, we need closer working relationships between 
labor and management to meet the international challenge. 

Finally, what we need to do, of course, is rebuild the American 
economy. An American economy without a strong manufacturing 
sector, an American economy without a strong construction sector, 
an American economy that is falling behind in research and devel- 
opment, behind in technology, behind in innovation cannot main- 
tain a high standard of living. 

We already see that in the existing trends, and without a change 
to build a world-class economy once again, we will see those trends 
continue. 

The Chairman. Professor Harrington? 

Professor Harrington. I agree very much with what Barry 
Bluestone just said. Let me just add a couple of thoughts. 

One is that Lester llioreau has documented that one of the rea- 
sons why we created so many poorly paid jobs in the 1970s and 
1980s is because labor was so cheap. And I think we have to under- 
stand that that trend, the low-wage trend, is not simply a bad 
trend for the workers involved, that it helps them shape the whole 
occupational structure. 

Business Week had a marvelous article a couple of years ago, 
saying it was providential that so many women entered the work- 
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force at the precise moment that business wanted all of these 
cheap, non-union workers. 

My point would be if you had a minimum wage that was all the 
way up to the 1978 level, that I think would also have a very posi- 
tive effect on, the kind of jobs that were generated. 

There is a sense that as part of a full employment policy, I would 
welcome the fact that the minimum wage would cause employers 
not to create certain kinds of low-wage jobs if we are creating 
better jobs. 

One last point— and the first aspect of it is uncharacteristic, so 
let me start there. I believe there has to be intervention, but I be- 
lieve a lot of this job growth has to come in the private sector. And 
since this is not totally characteristic for me, I should say I am for 
enormously rewarding corporations which actually create good 
jobs. I would like to take all subsidies away from corporations 
except a tremendous subsidy if they actually created a job. If a cor- 
poration would come into the South Bronx and create jobs, I am for 
bemg more generous to that corporation than Milton Friedman 
would be, but only if it creates the jobs there. 

Secondly, I do think— and certainly not because I believe that 
the public sector is the answer to every problem that there is so 
much work that needs to be done in the puplic sector of the United 
States that that, too, has to be one of the sources of Federal inter- 
vention locally planned, locally worked through, but a public sector 
increase, too. But I would really stress it. 

The last word— the minimum wage, I think, has a very positive 
role to play. 

The Chairman. Ms. Nussbaum, I want to ask you about part- 
time work and daycare. What are you finding in terms of the 
desire of those who come into the job market for part-time work? 
We have heard the results of studies that indicate that those 
people would want to have full-time employment if they could. I 
am interested in your reaction to that. And what kind of role does 
daycare or lack of it play in terms of quality employment, I sup- 
^°ff' women and for men, but primarily for women? 

Ms. Nussbaum. Women are forced into marginal jobs, mostly 
part-tune, and to some degree temporary jobs, because they do not 
have better choices. There are no licensed daycare facilities for 75 
percent of children. So that women have to find hitK)r-miss kinds of 
solutions to what is a social problem. 

The Chairman. Let me understand. Do you mean 75 percent of 
those that are getting some kind of daycare are non-licensed, or 
just 75 percent are not getting anything? 

Ms. Nussbaum. No. Only 25 percent of working mothers' chil- 
dren are m licensed daycare facilities. Many stay with relatives. 
Many come home after school to be by themselves, or they sit at 
the library for three hours— those kinds of solutions rather than a 
reasonable public solution that would provide opportunities for 
>Yomen to work full-time. And many of those women work part- 
time so they can then care for their children. 

Banks now have what they call "mothers' hours", which is a ter- 
rible misnomer, but it is a way to make it seem like it is a benefit 
to pay women less for working part-time. You come and work at 
the bank part-time so that you can stay home late with your chil- 
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dreh and go home early. And you get the privilege of having no 
benefits and making less than you would perhaps if you were able 
to work full-time. , . i • 

Thirty-five percent of women who do work part-time, working 
mothers, say that they would rather work full-time if they had 
childcare available. And many of those mothers are now working 
extraordinary hours, out of the home, during the middle of the day, 
whUe their children are at school, being at home when their chil- 
dren come home from school, and then working jobs at home in the 
evening hours, cften until as late as midnight, or two o clock in the 
.morning. 

I think it is a terrible situation and one that is forced on many 
working mothers. , „ ^ ^. , 

Let me also say, though, there is a need for part-time work; there 
is a desire for part-time work; there is a desire for temporary vi^rk. 
But that has been more than fulfilled. And now what we are find- 
ing is that the growth of part-time and temporary work is eroding 
full-time work opportunities, taking away those opportunities irom 
people who would rather be working full-time. 

The Chairman. Thank you. 

Senator Humphrey? , . 

Senator Humphrey. Thank you, Mr. Chairman. . _^ . „. 

One of the intriguing proposals raised by Mr. Harrington is a dU- 
to 35-hour work week. Would you extend that to the Congress.' 

^roSir Harrington. Oh, no. You and I have movement jobs, 
and we have to work longer hours— for the joy of it. 

Senator Humphrey. Yes, for the joy of it. 

You avow yourself to be a socialist, do you not? 

Professor Harrington. Yes. 

Senator Humphrey. And I seem to remember some political con- 
nection. Are you the director of some socialist party or something.' 

Professor Harrington. No. I am Co-Chair of Democratic Social- 
ists of America, which is a member of the Sociahst International, 
presided over by Willy Brandt, which includes three or four parties 
whose leaders are prime ministers of NATO countries, among 

ot/li6rs • • 

Senator Humphrey. May I say, Mr. C- .airman, that I think it is a 
commendable idea to have hearings ou national goals. It is a good 
idea, but the exwution, at least in this case, leaves a little some- 
thing to be desired by this Senator. . 

I note that among those who are representatives of the private 
sector or from the private sector, there is a decidedly leftist cast to 
the cast of characters. I say that without any personal animus 
towanl them or to the Chairman, but I regret that there is no one 
who might be styled a mainstream economist here. 

Professor Bluestone. I have been accused of that [Laughter.! 

Senator Humphrey. We have had someone from the AUL-OIU, 
and they are certainly not to the right of center. The Catholic Con- 
ference of Bishops, on economic matters, according to many Latho- 
lics, are a little bit, at least somewhat to the left of center— al- 
though I am proud, may I say, to embrace some other undertaking 
of the Conference. I try to provide some leadership on the Kight to 
Life issue, so I am not always opposing the view of the Conference 
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on Bishops. But nonetheless I think in economic matters their 
recent proposal is somewhat to the left of center ' 

Certainly, Dr. Harrington will not deny it, I hope. 

Professor Harrington. No way. 

uptdSdb'w^"'*'™'^''- °" ^here everything is 

pi,w just make that observation and express my regret Mr 

given the opportunity to include what witnesses he woSd so desTr? 
and he rejected it. So those comments ought to be dSted towlS 

fin^r^f'*""^?"'!?^?!^^^- y^"' ^ ^1 certaLnly direct that, but I con- 
?^ms to te'^'ni^iw' ^^^°/has a responsibility, it 

&a^yU';iSre^l°" °^ testimonUi-pS^otr^^^^^^^^ 

ReiteXv^f^' r bought that the Administration, Mr. 
tteagan s Secretary of Labor, would be able to present a vipwnnint 

^viTli^S'J^''^^''^r- We are not int^Sed fn'Sg to 
give a litmus test, nor will we. That, in the words of a fnrmpr 
Chairman, was decided in the last electiS KS Sbe Senate We 

iSsteTin' t ?he & ^'^^^r ^-^^^'^^ ideolog^^'^Twe Zl 
thSe « rp nJli^ -f ^"^stance of opinion and to the extent that 
opln-mlnd^ fnH*^»^' ^"gg?f, ^O"^ and recommendations. We are 
Kf Zf;{,o? -nl^^u ^ entertain those kinds of com- 

ments, and that will be the guiding factor. 

r^^^i w u '^''■ect your observations towards your Ranking Mi- 

of Sit lek Jll nfF'°^ri W^ ^ of heariJfs aU 

hin^ «r ' ^" °^ S®'^* ^^^'^^ ^ much as I would like to hold the 
do we areSnTtol' ■ '1^' Co"»"^ittee, we have got business to 
ao, we are going to do it. If you have particular reauests wp will 

^e Stl nceTLTp l^'' ^"^^''^ i^thTofmmKn 

me past since I have been on it is to counsel with our reDresenta- 
tives our Ranking Minority or the Chair, and we will accommt 
date those interests the best we can. accommo- 
If you want to continue this, I would be glad to but T Hn nnf 

sii'KMsr'' *^ 

chairman of any committee has the responsibility to secure a broad 

posals IB,, as I stated earlier, a 80- to 36-hour wirk SSIk ir»hi?h^ 
join you m support, except I do not see quite hSJr y"?3u-f do it Do 
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Professor Harrington. Senator, I do not know the details. What 
I am advocating is that it be very carefully examined. 

What I have thought of, and what I indicated, perhaps too quick- 
ly in my oral testimony, but it is in the written testimony, is that 
obviously, if you tried to go rapidly from 40 hours of pay for 40 
hours of work to 40 hours of pay for 35 hours of work, you would 
wreck the system. That is clear. You cannot increase the wage cost 
of American business by a percentage like that, rapidly, without 
some very bad economic consequences. 

However, I think what we should explore is, let us say, a combi- 
nation of tax policy and wage policy and collective bargaining, 
toward a national goal of a 35- or 32-hour week. What the details 
would be, I do not know. I happen to believe that the middle of 
American society is overtaxed, and one of the ways I think we 
might consider to have more tax justice is by linking that to the 
goS of a 35-, 32- or 30-hour week. 

Senator Humphrey. Well, you are aware of the competitive prob- 
lems we have, particularly in smokestack industries. You would 
not want to worsen that situation through your proposal. 

Professor Harrington. No. But I find that in Europe practically 
all of the unions and many of the political parties are in favor of 
this kind of a move. And that is why I say it is not something that 
can be done tomorrow morning. But I think we might even look to 
having international leadership in trying to secure this benefit not 
only for American workers, but for European, Japanese, all kinds 
of workers. As a matter of fact, part of the answer to our interna- 
tional problem, it seems to me, is for the United States to put itself 
very much in favor of international labor standards for everybody. 

So, yes, I think there is a problem, but I think there are ways to 
deal with it, and since I am not proposing it for tomorrow morning, 
I think we should explore it, because I think the benefits are enor- 
mous. 

Senator Humphrey. Well, with higher productivity, we could cer- 
tainly do that We would have to address the productivity issue. 

You seem to be enamored of the government intervention in 
Europe in the economy. Am I correct in that analysis, or is my 
staff? 

Professor Harrington. I would not choose the word enamored. 

Senator Humphrey. Do you advocate further American govern- 
ment intervention in our economy? 

Professor Harrington. Sure. However, what I would like to em- 
phasize, and have done in a whole series of books and not simply in 
my testimony here, is that I think the old model of centrally- 
planned economies, nationalization from the center, et cetera, is a 
terrible model. I know of no one in the European left of any conse- 
quence who wants to follow that model. 

Senator Humphrey. Wasn't that Humphrey-Hawkins? 

Professor Harrington. I was very much associated with Hum- 
phrey-Hawkins; I wish the original bill had been passed. But what 
I have been talking about all along is decentralization. 

Senator Humphrey. Good. 

Professor Harrington. For example, if I might shock you, 

maybe 

Senator Humphrey. Go ahead. 
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Professor Harrington [oDntinuing]. I have for a long time advo- 
cated that there be public moneys for groups at the base to hire 
tneir owyi experts to fight the government experts; I think in an 
information 'Economy where expertise becomes very important, you 
have to democratize information as well as money. I am for democ- 
ratizing both. So if you ask am I for government intervention, yes. 
Am I for any kind of sort of centralist notion or plan, absolutely 
not. And the American people do not know it, but neither, in my 
opinion are my friends in Sweden or my friends in Spain or in 
Norway, or m a good many European countries where friends of 
mine are in political power. 

Senator Humphrey. V/hat io the difference between the in- 
creased government interventioii, which you advocate, but the in- 
creased centralization, which you oppose? It seems to me you are 
contradicting yourself. 

Professor liARRiNGTON. No. I do not think that the government 
has to be a them," particularly if we try to democratize political 
structures. One of the things that bothers r\ie about this country 
are the expensive elections, the role of money in elections, et 
cetera. And my point is precisely that I want the rank-and-file to 
participate, but I have to frankly tell you that given the power, oc- 
cupational and income structures of this society, they are not 
biased towards' the participation of the people at the bottom. 

And therefore, ironically, I think it might take government inter- 
vention in order u) allow genuine popular participation. I am cer- 
tainly for that participation; that is my key goal. 

Senator Humphrey. So you are saying that when you advocate a 
greater mtervention on the part of the government, what you are 
saying is you want to see the government enable the private sector 
to 

Professor Harrington. May I give you a very concrete example? 
Senator Humphrey. Yes, because I do not understand. I still do 
not understand. 

Professor Harrington. I have a new book coming out which aoes 
into this. ^ 

Senator Humphrey. You do oppose government central plan- 
ning? 

Professor Harrington. Sure. I should tell you, I do not care 
where it is, there is no democratic socialist of any seriousness in 
the world who does not. 

Senator Humphrey. Good. 

Professor Harrington. I am glad you have learned, or excuse 
me— I am glad you agree. 

Senator Humphrey. Well, then 

The Chairman. Can he finish the question? 

Professor Harrington. Let me just give you a very concrete ex- 
ample which was done under the Carter Administration— not, in 
my opinion, a terribly left wing administration. In the OSHA Pro- 
gram, rather than appointing government inspectors to investigate 
violations of occupational safety and health, government money 
was made available to local unions in order to train their own in- 
spectors on the spot. That, to my mind, is an example of the use of 
government power to empower the grassroots and to get more par- 
ticipation and not to substitute a bureaucrat in Washington, but on 
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the contrary, to use Washington's power to let people at the base 
decide, which is-what I am talking about. 

Senator Humphrey. Mr. Chairman, according to the printed wit- 
ness list, this is the last panel; is that correct? 

The Chairman. Yes. 

Senator Humphrey. Is nobody here from the Chamber of Com- 
merce? 

The Chairman. The Senator can read well as I can. 

Senator Humphrey. I am just rubbing it in. 

The Chairman. You are not rubbing in anything. Your com- 
plaint is with your Ranking Minority Member. 

Senator Humphrey. I thought the Chairman had more power 
than the Chairman will admit. 

The Chairman. Well^ we work closely together. Senator. 

Senator Humphrey. Nobody from the National Association of 
Manufacturers? 

I mean, Mr. Harrington, do you spend full time advocating and 
advancing the socialist cause? 

Professor Harrington. No. I am a Professor of Political Science 
at Queens College, which has very much the same profile that Sen- 
ator KennetJy described for the University of Massachusetts- 
Boston. 

Senator Humphrey. How much time do you spend advancing the 
socialist cause? 

Professor Harrington. Oh, one full-time job, and I have two 
other full-time jobs. Senator. 

Senator Humphrey. I can understand that situation. But my 
point is that we have no one here who spends full time advocating 
capitalism. What kind of a selection of a panel is this? 

There is nothing personal in this, Mr. Chairman, towards you or 
any of the witnesses, I like you more and more as time goes by. 
You are a pretty nice guy. But this is nonsense. This is shameful. I 
protest. I hope we will have a better selection in the future. 

The Chairman. We are adjourned. 

[Whereupon, at 1:45 p.m., the Committee was adjourned.] 
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